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NOTE REGARDING THE ORGANIZATION OF 
THIS APPENDIX ON APPEAL 

In accordance with a stipulation entered into between 
the parties, this Appendix on Appeal is a continuation of 
the one submitted to the Court on the prior appeal, Docket 
No. 72-1064. That Appendix consists of six volumes, total¬ 
ling 2,319 pages. Therefore, this Appendix begins with 
volume seven (VII) and page 2320A. 

Copies of the prior volumes of the Appendix will be 
made available to the Court in connection with this appeal. 

Also, for convenience, the table of contents to the prior 
volumes of the Appendix is reprinted herein. 
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GROSS EXAMINATION [Bellemore 1 s Direct Examination Reproduced 
-• ' Beginning at 338IA] 

BI MR. RYAN: 


ti*Q >‘Dr. Bellemore, prior to the study you made of 


analyst and X have been a director of research for a member 


such 


as Lockheed as well as general aviation 


A This particular industry? 


Q What did you mean by that? 
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In the years in which we had either a business 
recession, as defined by the President's Council of 
Economic Advisers, or even in anore minor type of downturn 
in corporate profits, such as 1967, as the charts showed, 
there was a sharp decline in both units and billings 
and xn the case of Piper Uieir earnings declined muca 
°ore than the industry. 

For example, I can chock the figures, but I 
believe in that 1967 minor recession they came down from 
§4.23 to §1.83, which I could cell a drastic decline 
in what the economists didn't evencali a cvcle. 

In other words, it was a raini-racession of some 


sort. 


after the earnings of Piper carna down to $1. 3C- 


sooie-odd cents — 


I can check that. 


Would you please let me ask the quest! is. 


Doctor? 


Yes, sir. 


Q rfhen the earnings came down to § 1 . 80 -some odd 
cents, what happened then? 

A Their profit margins had shrunk about in half 
and they stayed down to about half of what they were. 

Both the percentage of net profit after taxes and the 
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percentage of sales remained about half of what they 


have — 


Old the earnings go back up -- 


A Could I finish? 

In this period their sales did go up from, 
approximately I can check the figures — is it all 
right to be approximate? — from approximately 80 million 
to approximately 107 million, end even though their 
profit margins had shrunk to half of what they were, 
because cf an increase in volume, they did manage to 
have, in 1968, their earnings come back to the 1960 
level, approximately within a couple of cents, and in the 
year 1969 they managed, because of this increase in 
volume, $2.92, but I read in the Treasurer's report cf 
the company ;.n the directors' meetings that they had 
mar-y problems and they didn even think they could do 
finanelug uecause cf the record — 

Q We will get to that area. Doctor. 

I csked you what nappened to the earnings 

Tae earnings in 1969 went back up to $2.92? 

*- 69 cer cent of what they were in 1966. 

Q Did they go to $2.92? 

A Yes. 

Q So the earnings in a '..cyclical company go up and 
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A What Cessna's went — 

MR. RYAN: Your Honor, I asked him whether the 

Piper earnings went down. 

THE COURT: Mr. Ryan, it is non-jury„ 

MR. RYAN: X had hoped we would finish :his 

afternoon — 

THE COURT: C hope so, too. 

You see, what I am sayir.c to counsel is ..hi: : 

If you are good enough to answer the questions 
that, he poses to you then we will gat through with his 
line of inquiry. 

If you insist on amplifying you:: opinion? by 
information not called for then that take j a lot of time 
and ’/ill cause some discomfort because the 1; oyei " Id 
fed hi:. j z you are taking up his time unne-iossariJ y. 

THE WITNESS: I cried to, sir, a. :. I thought 1 <\ 
ai-.':c\l tut- about in a cyclic ll company — 

Ta.-: COURT: I am sure yot ♦.'•C i. ht yea wve 

ocstw-srioo thii question, Lut he wants you to le rr-.sp jnsivv 
ancl >recise. 

Th. 2 WITNESS: Yes, your Horor. 

EV MR. F.YAN: 


<) Nov/, Mr. Bellemore, you hfve a copy of! yyx 
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A Tivs tables and charts, yes, sir. 

Q How much time did you spend in preparing that 
report? 

A I really have no idea in toto. It was a good 
many hours, though. 

Q Can you give mo an approximation? 

A No - sir, I c oulun “ c. j. have been working on 
ether; caser and do.irij in*r trail t wor) -- 

THE COURT: bid eorcabotty work up this data for 

you? 

THE WITNESS; Ho, sir. I did. My girl koeps 
i record, but I don’t.. 

Q You porGOiui'. '.y did a .l of; the chares and 
t^ch'. bit;. which app ic.r i n ycur report? 

A Yes, Kir, cr.oejjh fer, obviously, the typing. 

Q The typino? 

A Yes. 

Q So that there is nc one el .e responuiule for 
•lie iniormntion which appears in these reports other than 
yoar seif:? 

A No, 3.ir. 

G £*.id you ask anybody at Cnxis-Ciaft to cht;cyour 

schedules f;o soe whether they were accurate or not' 
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Q Did you ask anyone to chuck your schedules to 
see whether the information contained thereon was accurite 


or not? 


No, no, air. 


Q I believe you testified on your direct ex;unina- 

» 

tion that you were asied to give the value of Piper 

snares, or shares of Pipe:: owned by Chi is-Craft in '.ugus' 
of 19o9? 

A I i>eiiev*_ chat uas noc my tittinony. i hrjlie> t 
l testified as of th» date that Bangor Punta obtained 
control, which was September, and I indicated that the 
value in August-September was the saxm, ii my jidgmrrt. 

Q Anc what date in September are you roferrir.j t-: , ' 

the date when Banger Pun he. got 50.1 por cent? 

* Yes.- sir. 

3 And that was when? 

1 I don f t knew the exact date 

Q would you please toll ua what information w, k6 
given tc you by the attorneys for Chris-Craft, or Chr:s- 

Cra.^t.- which jcu used in formulating your opinions that 
you er.prassed in this report? 

* 1 vould havo to 9 ive it from marry anc', .here; or «. 

it might not ue 100 par cent complete. i don't have a 
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list but I believe — 

Q bid you take notes at the time? 

A Of what. :hey gave me? 

Q Y(t& • 

A Actually, again, iny girl keeps a list of every¬ 
thing that comes in and out, but I don't have it with 
me. I have a reasonably good idea, I think. 

Q Did you pripe.rc ai.y memoranda incorporating 
this information that was giver to you? 

A I am sorry. I don’t understand. 

Q Well, first rebate your information as to what 

y?\i received from Chris-Craft or Chris-Craft' s attorneys 
vmrn they asked you to formulate your cpiaion. 

A Weil, essentially i lolieve I testified that 
the information essentially was from thesis tables and 
charts, which were largely from information supplied 
->/ the .5enarai Aviation Manufacturers Association. 

In addition to that, I had the regular Standarc 
». four'** stock list reports — 
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THE COURT: Dr. Bellemore, Mr. Ryan asked 

you to say from Chris-Craft what you received. 


A I received the Xerox copies of the annual 
report of the Piper. I received meetings of the board 
of directors cf Piper, a aertain number of them. I received 
a safety report end the safety of the Twin Comanche — 

0 Who prepared that report? 

A I believe it was Stieglitz. 

I also receiver, a report of the Piper story, 
by Mr. Piper, Jr., in which he reviewed the history cf 
the company. I received price liats of Bangor Punta 
and Chris-Craft and Piper stock from, I believe, January I 
o* 1969 through the year, I received some ne.-ispaper 
clippings or magazine clippings, one I remember, T think, 
from Forbes Magazine. I think essentially that was the 
materials certainly that I reviewed. Of course I can't 
be certain, I don't have the list, but my memory would 
be that that would be it. 
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0 Mere you given copies of any os: the agreed 
findings and disputed findings which were supplied to the 
Court? 

A j. am sorry, 1 should have remei.ibarad that. 
w*3, yes. 
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Jtere you given anything additional that 


A I am sorry, I don't. i should have 
remembered that, because I wont over those. i am sorry, 
I don't remember. 

Q Was any of ;he information you used in 
formulating an opinion furnished to you orel.ly, oral 
statements by anyone? 

A I don't beiitve so. 

Q In other words, you didn't rely upon any 
oral statements given to you by Chrio-Craft or chria- 
Craft d 3 attorneys in formulating your opinion? 

I did rely on what I stated, I believe, Li 
thtt h “® innln 9 of my testimony on. one, the sanction 
ttwt with over SO per cent of the stool a merger could be 
xo..*.cid and, two, that tha Pooono waa a! or ted, three, 'that 
the Twin Comanche had to have - i did read the history 
of the Twin Comanche from 1.963 on, and that either 
69 01 .0 I believe *69 they had to have a safety 

Plrttrd on it, I believe, to meet FAA requirements. 

0 And you said you read from -63 on conerning the 


Coutsrche? 


, 


That's right. I guess that probably war 
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in the S tieglita report, I guess. 

Q In other words, your information concerning 
the Twin Comanche from any other documents other than the 
Stieglitz report? 

A Well, I did testify I had read the annual 
reports in which they indicated the importance of the Twin 
Comanche both prior to its coming out in * 61 — x reau 
uomo discu33ion in the directors meetings o£ the problems 
of modifying the Twin Comanche and how expensive it migat 
be. I think that's it. 

G Anc: that is, to the best of your recollection, 
a ll the information ycu had concerning Piper upon 
which you formulated your opinion? 

A No, sir, I didn't testify to that. You asioed 
ue what information I luid — 

Q From Chris-Crafc. 

A Tc the best of xy knowledge, I believe — 

I strongly believe that that ia it. l can't remember 
anything else. 

Q Did I understand you correctly. Doctor, 

that you attempted to — yovr opinion is based upon what 
was available to «.n investor or an analyst in August I9o9? 
You limited your investigation to that information 
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available at that period of time? 

A I believe the information that I just discussed 
might not have been available. The Stieglita 
report would not have been, the information, I guess, about 
the Pocono wouidnot have been available and certainly, 
in addition, I did see the figures through 1970 and, as 
a matter of fact, I believe I testified thi 3 morning I 
^ave figures for the industry and for Piper through 
February of this ye~r by plane, so I did have that 
information. 

Q When did ycu reach your conclusion on your 
valuation ofthe Piper securities? 

A I would say approximately a ir.onth ago. 

0 3o that would be norm.tine in January or 

February of 1971? 

fl fes, sir. 

Q Did you attempt to update with Chris-Craft 
any of the .'.nfo.muation they had given to you previously? 

A Did I ask them for additional information? 

Q Yes. 

A No, sir. 

0 Did you make any attempt to verify what has 

occurred between 1969 and 1971 concerning Piper Aircraft 

Df STOIC? CAST' 2HP0R7SSS 
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Company? 

A I read in the first place, overwhelmingly, 
the information I get every month on every type of 
plane and all o'" their billings, and that is the most 
important information, and that is what I had updated. 

Q Did you make any attempt to ascertain what 
the current situation was on trs Twin Comanche? 

| 

A No, sir. I was valuing the 3t.ce}'. as an 

know 

analyst would look at it at that date. 1 cio. ce.rt.ain 

information but I didn’t attempt to go out fine get more tvm . 

| 

the type of information that I had. As i understand it — 

* i 

X looked at the figures and they have not been for a number 
of mo.ith.3 selling any Twin Comanches. 

Q When you say date, what date are you talki.ng 

about? 

A The last figures I got w«_re February 10 — I i 


sorry, were March 10 or 12 cf this year. For at least 
four or five months they had not delivered any. 

Q In other words, your opinion, then, is that 

in March, based upon information you had available in 

% 

January, February anc March of 1971 you have concluded 
that in August; 1969 Piper Aircraft had a value of $7.50 
per chare, is that correct? 

30UTOB& dSTZiCT CKilRT REFTOTE3S 
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A No. I said I ara aware, as frequently happens 
in these cases of information that happened, but to be 
specific, my estimate was based on earnings for 1970 of 
65 cents a share. If i had used the information of a 
deficit of 47 cents a share, I would have put a lower ~ 
very definitely a lower price on it. I tried to take 
the figures than available. 
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Q By then available you ara referring to Augsu 
August of 1969? 

A September. 

Q September of 196S? 

A Ye*. 

3 And that is whore yo us carted from? 

A That is where I finished. 

Q Did anybody instruct you to use that 

technique or wa3 that your own decision? 

A That was my own decision. That is the way I 
have elwayn dene it. I have testified, I suppose, 

2 s or *0 such cases and I have alv/ays been told 
thfit the actual date of valuation is important. In the 


23 
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Teira^. Gulf case v;e had to value it throe years before 
Q Please. So it v.'as you decision? 

A Yes, sir. 


xsixsct cqjrv amrES* 
v*"r. e* OKra t Hcu&i 
- * t -AK&Siii\l,\’. TEuE.^2: Utt- 



s 


nnr7 BBllemore-cross 1202 

3228 4 

Q Dc you thin* your opinion could have been 
more accurate if you based it on facts, all the 
facts which were available to you here in March 1971? 

A I believe I just stated — I don’t know what 
you mean by accurate. Obviously knowing the fact that 
they operated at a loss and that their sales declined 
about 58 per cent while the industry, including Piper, 
went down about 38, that would have been strongly 
negative, but I tried to avoid that bias. 

THE COURT: I think I saw somewheres here 

sone projections for the next four or five years. 

THE V7ITNESS: Oh, yes, 3 ir. 

THE COURT: What did you base those pro¬ 

jections on, your 1969 information? 

THE WITNESS: Sir, I made first a study 

of the industry and I projected the industry growth 
rate and also the cyclical factors in the industry. 

I did this also with that in mind and the situation of 
Piper in the industry as of August .1969 and tho problems 
they had moving into the growth area of the industry and 
on that basis and projecting a 55 cone earnings, I then 
projected a growth rate from that base, one growth rate 
for sales at 7-1/2 per cent and three different growth 
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rates for earnings, 

THE COURT: Did you test your projections 

for the last two years by the actual facts? 

THE WITNESS: No. I know what the facts 

are. I know they lost 47 cents where I estimated they 
would earn 65. I didn’t think they would do that 
poorly. Their sales in units dropped much more than 
the industry did and I had not estimated they would 
go down really that much. 
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THE COURT: On table 10B you show estimated 

sales, estimated earnings end the growth rate for the 
years from 1970 to '78 and as I understand what you are 
telling me, you are tolling me you based everything 
on that chart on what you knew as of September of 1969. 

I 3 that right? 

THE WITNESS: Yes, sir. This is the way 3' 

always value a stock. 

THE COURT: Go ahead, Mr. Ryan. 

Q Dr. Bellemore, you also testified on youx 
direct examination, I believe, that, as you characterised 
them, the Big Three, Cessna, Beech and Piper, were losing 
their share of the general aviation market. Do you’ 
recall that testimony? 
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A Oh, yes. They were down from having had 


88 per cent — 


Q Yes or no? 


A Yes. 


Q Do you recall testifying that in 1966 you 

stated that the Big Three had 92 per cent of the general 
aviation market and in 1970 they were down to 85 per cent 
of the general aviation market? 

t Now I would have to refer to my tables. 

Q Do you have your tables? 

A Yes. 

Q Any time you want to refer to your tables, 
you go right ahead. ! believe it is Al. 

A What if anything did you refer to? 

Q My notes say that you mentioned that in 1366 
the Big Three had 92 per cent of the general a/Lacion 
market and in .1970, 82 per cent of the general aviation 
market? 


\ That is not on table Al. 
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Q Well, do you recall? 


323X4 


A Kell, I will have to — no, I don't recall all 
these percentages. 

Q All right, let us proceed on. 

A I have percentages here if you want —— 

Q That *3 all right. We will go on. 

Dr. Bellemore, in your investigation of the 
general aviation market from 1960 or*59, when you 
concentrated your attention to 1970, did you detect cjxy 
change in the make-up of the general aviation market? 

A Oh, very, very decidedly, as the table in which 
I showed segmentation, I indicated, that the percentage 
in the twin engine and major planes had gone up sub¬ 
stantially even from '65, to say nothing from earlier. 

Q The jets — 

A No — 

Q The jets came into the picture? 

A No, sir. Actually in this prica class I am 

not talking about jets. 

Q didn't you include in your general aviation 

market the jets? 

A 1 at the very bottiiu there are some 

planes in the 4CO — up to the 480,000 class, but, yes, 
there ware some jets in there. 


■ u: 5 m~ S.V.V:'*C' .IT : 
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Q Anc do you think porhaps a contributing factor 
in the Big Three losing pert of the general aviation 
marKc.t was the ract that jets were becoming a factor? 

A Yes. Mr. Piper said it in an annual report. 

Q Die. you in tiie course of your investigation make 

any study to ascertain whether Pipe.: Aircraft, in the 
markets in which it trac'd vionaily sold its pixies 
whether Piper Aircraf t „a. Losing any ground? 

A Yes, they w*;re j.ojing to Cessna, and I believe 

1 t££tifi3d * arlier ' *« f *» three years Cessna 
Wa * eadar in thi traditional ground. 

Ot course, this i.a the trouble: Trey stayed ;,r 

tne traditional crousd. But they lost the leadership 

Cr88na ' ar,d che i’ - r9 gradually losing tboir per- 
«nt,,ge in the - i, the Big 'i.hree, and, of course, 
drastically. 

0 Pe.-.contage of what? Percentage of units or 
parcont-.ge of dollar oaie.j? 


Wa-J.X, th , saies :, r ,, ..... , r ,. rU> 


ant. guro , 


0 W *“ 1 ' 1 thi!lk 1°“ hotter state, when you , ay 

“lcc:.i.g Shsi .- position," father you are talking abort 
urith or whether you are talkirg about ao.lar sales 

Thera is a difference, isn't there, Debtor? 

A »ig T! a iitpcrtatt •. t:jng is sale , 
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Q Well, maybe, the important thing to you is 
sales, but there may be otrier factors. 

A In ruy judgment, by far the important thing. 

It doesn’t matter how many unit3 you produce, if you can't 
make money, and particularly they are in a class, a price 


class where the price competition was the keenest, .and 
I think that' u the big rea3co that their profits went 

down.. 


I can point out ir. the annual — 

0 Please, Doc'-or. Thera is no question 

pending. 

Your testimony iiov is Doctor, that you f i.gurt 
dollar sales are the noat important thing, not unit j, 
it that correct? 

1 That 1 e correct. 


2 And you will note on chart n-2, I believe, 
yen have industry unitr;, IS 68-*66, and than ’69“'67 
not listed there, '69 and ‘70, the units are going down, 

i? chat correct? 




Q 

A 


.*> 


A 


lee. Ir all the —,■ 

Is that a bf.d eigr? 

That the units — 

Yea. 


- - are going down? 


cisrraicr hiiarr . 
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Q Yea. 


3234 4 


A Well, it has some negative effects. Obvijusly 
if they could sell just as many of the most expansive 
unite as they could the other, but — 

° What “** ha PP en i p to dollar sales during those 
years tor the Big Three? 

A Oh, the Big Throe went up substantially while 
the units wero going down, and like — yes , , jir 

Q Now you also male a point on A-4 — again : 

“ not sure I understood when you were testifying bur 
that in >966, in the light twin-engine market. Piper i 
nelieve had 72 per cent — that is 1966 — and in 
1969 it decreased tc- 51 per cent? 

A No. That w.a not correct. 

Doyou have the table in front of you? 


Q Yaa. I have the table. 

A Well, on Kay 4th what I a tat 3 d wan 


thl.j la 


not broken down by Piper. This is an industry table. 

1 said, for the entire industry here you hud in '66 of 
tae single engines, you nad 46 por cunt cf tin dolls:: 
billing and it was reduced to 74 per cent. 

The 72 per cent that you just raferred to „s 
r.na 46 por cent for single engines and the 26 per cant 
fo.c lighl twins, making a tota.\ of 7?.. 

SoifVHE'i'J D}S~RiCT G0JE7 

U* ITEC Statss Qsury hGUI • 

** ** ***** M W® T0QR7LMC. 
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This again is t ie industry. And that had 

declined, the 26 per cent to 17 and the 26 to 51, with 

the result that you now had in '69. 

100,000 to £00,000 class, where Piper doesn't 

sell, you had about 50 per cent o£ the industry billing. 

Q And when you are talking about comparing these 

industry billings against the light twins, what you are 

comparing is the industry, which includes the jets, and 

all your high-priced items as against the lower-pricad 

light twin engines, in that correct? 

A I am comparing the whole — 

Q Is that correct? 

A Yes, sir, but — 

Q All right. That's ail I asked you. 

Turn to chart or table, I guess it is, P-i. 

A Yas, sir. 

Q And you have a notation down, here: 

"Cherokee Twin did not work out." 

Who told you that? 

A 1 am not sure. I am not sure. Somebody — 
maybe it was counsel — or I am not — I can't remember 
who. 

q Well, did this fact enter into your judgment at 

all? 

MS7SC7 CtTJPT REPORTS*! 

States Court house 
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No. Not really because — 
Wndt is it there for? 


3236 A 


A I just wanted to make a note of it when I was 
making the comparison. 

Q Have you bothered to check with any of Chris- 
Craft's representatives as to what the status of the 
Cherokee Twin is today? 

A No, because I have the figures in front of me 
on the units. I wouldn't have to check. i can lock at 
the figure*?!. 

Q WE11, you say the Twin did not work out. 
Suppose I told you that the twin was now ux production 
and being sold? 

A As of — 

Q Hov/ would that affect your opinion? 

A Aa of 1969? 

Q No. Now. Today. 

' A Weil, I didn't base any opinion on now. 

Q Let us go back a oit again. I just, vented to 

9 'et one explanation from you. 

I will go back to table 1-A and you have on 
ctern at the bottom line, before the footnote, "Piper, 
narrowest product line, totally dependent on civilian 
aircraft." 


3wtt-.Ec . I'SmiTC '■» 'V. k£f 
>J>.“ T’ SsV YS*Ofc. • r^.:iu - 

’ J .hV ■: IU 'I?., U.Y. I'.. P,L'& 'Xti:LXL* 
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A That’s correct. 


3237 A 


Q When you say "narrowest product line," what 


you mean by that? 


A In the general aviation induetry, ju.t taking 
the tig Three alone, it concentrated, as ny segmentation 


charts show — 


If I may refer to it, I can indicate what I 


meant. 


Q Weil, let n.e a £ Jc you another question: 

bo you mean by “narrowest product line" that it 
had the fewest number of models? 

A I can only illustrate if i riave the table in 
front of ae. it i. the only way than I can answer your 


question. 


It ie table P-2. 

P-2? 

Ys»f. sir. And aieo P-2-8. 

P-2-8? 

Yes, air. 

where is that located, now? 

I aim sorry. P-2 and P-2-B. 

Let me just make sure that we are in the Sc-jne 


This is what? 


SCL'THEP*' f TfR' TT COtffT REPQ Tf-*?S 
. Uw-EH STA'-'Br OOUTMOUE” 
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I don't really need this. 
Where is this in your report? 


NOW — 


I don't seem to have the P-2. 


I will discard that. 


I will just use the 


P-2. 


I have P-2-B now. 


A Okay. All right. 

What I die bhere, because I had read through all 
the annual reports, that Piper said the big field was 
moving up actually into business craft anti into jec3. 
That's what the Piper annual report eaid, that they had 
to move up into the higher-priced pines. 

So I looked here, taking tae Big Three, a n-1 
showed what segmentation was, and a:j far as X was 
concerned, looking at their coverage there, they h?d — 
the plants — they had excellent coverage in that up to 
30,000 bracket, • although they had lo3t leadership foi 
four years, but they had certainly plenty of coverage 


in thero. 


bracket. 


They had nothing in the 30,CC0 to 10,000 


And then in the twin-engine field, compared to 


30UYKERM %.TR'CT COURT Rie’OTTERS 
«*-. ri35 tivArtr Goukt » y;\ is 

r m, Yaepi«K*s airru. _ 
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the others, they had really four planes, the Twin 
Comanche, the Aztec, the Navajo, and the proposed 


Pocono. 


Of the four, the Pocono was aborted, and I 


understood they had problems with the Twin Comanche. 


had. 


So that was what I was saying, in effect, they 


Now they had nothing over $100,000. They 


had nothing — 

Q And as I understand your P-2, you are saying 
that the Twin Comanche and the turbo-Twin Comanche 
and the Aztec and turbo-Aztec, they were competitive 
against the Bonanza IT-32 and the Bonanza F-33-C? 

Those six Bonanza planes? Is that your testimony? 

A They were competitive in price with those 
planes. They had in a couple of them — they had e. few 
more passenger capacity, I believe — I am sorry. 

Q Is this one of the wchedules that you prepared? 


plane? 


Yes, sir. 


Who told — Yes? 


Could you repeat the question? 

Who toldyou that a Bonanza was a twin-engine 


Well, I have - - could I check on my — 

SOUTHS W DISTRICT COURT Rf PCRTT3S 
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Q Yes, I would appreciate it if you would. 

Perhaps I can save you scute time. Doctor. j 

A No. The table 2-B is the correct table or 
that, not the 2-C. The table 2-B is the cor 7 .*ect one on 
that. The table 3-B shows correctly that the twin 
engines for Beech began with the Bonanza P-33. Tliat is 
the correct table, the 2-B. 

Q Beginning with what? 

» 

A Well, Bonanza — I have the actual statistical 
report here of the Association and — 

Q Is it your testimony that a Bonanza F-33 is a 
twin-encine plane? , 

A I will have to check — i • 

f I 

Q Suppose I told you. Doctor, that all of thos 

I 

Bonanzas are single-engine planes. 

Would that alter your opinion then in an: way" 

A Yes. I believe I just testified now that the 
2-3 is the correct one. In that respect, the tani.e F-2 
is in error, that the twin-engine Beech began with tno »— 
as shown on 2—B, that that is the correct — 

Q The Baron series? 

A That's correct. 

Tfas COURT: In simple terras, tne schec.i le tha - 

ycu prepared is based on an oversight? 

SEJTHHvf !:>:£"RiCT OCM/FT r*r i er~pf- 
U-!5te» States Oxmr h iuse 

****' K M.Y. IJXP leiZPt'Vt* 00*nu * 5MSC 
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THE WITNESS: I have two here, sir. This is 

correct. There was an error in the other one. There are 
two similar tables. This is correct. 

THE COURT: Which is in evidence? 

THE WITNESS: Both. 

THE COURT: Both in evidence. One is correct 

and one is wrong? 

Ail right. 

THE WITNESS: This is also in evidence, which is 
tiie source from whica it came. 

BY MR. RYAN: 


Q Now, Doctor, you were on that same P-2. Y 
iia/£ a notation, "PA-35 Pocono, project dropped after 
million plant and ether millions spent." 

Whc hold you that? 


A i read that, I believe, in the directors* 
meetings. i may have also had information from counsel 
on that. But I did read considerably about that in the 
treasurer's report. i remember in the directors* 
meetings that these figures came up. 

Q In th * treasurer's report iv. says millions were 
spent? 


Ir the board of directors meetings, to my 


remamirance, that I saw both the plfir.t and t int 

^jlT.^COiJRT ®6P.JRT5?3 

. I'm. 735 $7A7 IS GO&C'PHOUSg 

y v my. irve rstci -vtxs, no* 
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would cost several million. 


I believe I saw a figure 


up to five million, and then I saw that it was aborted. 
That wa3 the basis for that statement. 

Q And this fact, did it have any effect on your 
evaluation? 

A Well,it convinced me of what I had been convinced 
me right along that the management of Piper was — had 
a serious problem, as pointed out ty the 'treasurer's 
report and Arthur Anderson's report. 

Q How did you know that the Piper management, had 
a serious problem? 

A Well, all I had to do was to look at the figures 
their failure — number 1 — 

Q In other words, you made no personal investiga¬ 
tion, you just looked at the document you referred to 
earlier, is that correct? 

A Would you want me to tell you — 

Q Was there anything e]ae besides the document you 
had before you upon which you base your opinion that tht. 
Pipe?: management was inadequate? 

A Oxd 1 speak to Pioer management? Is this youx 


question? 


Ml. RYAN: Read tne question. 
(Question road.) 




- czi r serkthhc- 
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A . Again I ara 3crry if I don't thoroughly under¬ 


stand you. 


Are you saying only the information I had 


and nothing — I didn't speak to Piper management? Is 
that — 

q i am asking you what otnar information you had 
bafore you upon which you based your opinion that the 
Piper management war? inadequate otner than what you testi¬ 
fied to here today. 

Now is that clear? 

A Yes, sir. I read another report besides — 
but basically it was the information about which I have 
testified. 


sam-sEs* • djs"tsct cz:*r kef srist* 
. Uwnr& States gourvKouss 
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THE COURT: You know — 

THE WITNESS: in other words, may I — 

THE COURT: These thingamy be perfectly clear 
to you, but you are leading me through a semantic maze, 
a thicket. 

THE WITNESS: Could I explain? 

THE COURT: Your explanations don't clarify. 
THE WITNESS: Could I explain that? I think I 
could, very briefly. 



THE COURT: It would be much easier for me if your I 

i 

explanations would go directly to the questions, because 
I find my3elf listening to the question, waiting for an 
answer and then being taken on a meander. 

Now, I know that you've got something to tell me, 
and I am trying to hear it, but I can't get it if you 

\ 

persist in this business of responding not responsively. 

THE WITNESS: Well,I'm sorry. T really didn't 
understand the question. 


THE COURT: It 5.3 a difficult enough field, and 
you have spenc a lot of time on it. Now, please try and 
follow the lawyer and answer his questions. 

THE WITNESS: Yes, your Honor. 

Q Now, I note on Exhibit P-2 that none of the 
Big Three have at the present time, at least to 1969, 
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A A pure jet. 

Q A pure jet. 

A That’s correct. 

Q And have you made any investigation into the 
probitability of companies that have been manufacturing jets 

during the period 1960 through 1969, specifically the executive 
jet class? 

A No, 3ir. 

j 

Q You made no study of it? 

A No, sir. j 

0 You don't know whether that business is profitable • 


or not? 


A Not specifically, but by the entrance of the finn- 
in it and the indications both in the Pipe, report and in 
the Cessna and Beech reports that they were moving in this 
direction, would lead me to believe that they thought so. 

Q But you didn’t formulate any opinion? 

A No, sir, except — 

Q Did you read the Wall Street Journal on Monday? 


Ye3, sir. 


business? 


Did you read the article about the executive jet 


A Yes; and I disagreed with it strongly, and I think 

SOUTHERN DISTRICT COURT REPORTERS 
. IA«ited St - r is Court house 

Fc.r y square, M.Y., MY. KW telephone: COrtlano 7^500 


• i 



I 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 
M 
12 

13 

14 

15 [ 


i 


Bellemore-cross 


3246 A 


1220 


16 
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investors do. 

Q Did you ever examine into North American Aviation's 
activities in the business jet field? 

A North American-Rockwell? 

Yes. 

Not — no, sir. Not in detail, no. 

Did you ever learn of the history of Gates' Lear 


Q 

A 

0 

Jet? 

A 

analyst 

Q 


I'm familiar with all those companies, as an 
I never made a detailed analysis. 

Don't you know that Gates' Lear Jet has been sold 
twice now in the past ten years? Do ycu know the reason wh¬ 
it was sold? 

A No, sir. Poor management, I assume. 

Now, just to clarify a point. Doctor, on Table 


17 

1 

P-3, you 




have a category called "turbo-jet." Do 

you sue that. 

ie 

category, 

P-3? 

i 

19 

A 

Yes. 

i 

f 

2C 

i 

Q 

Now, what do you define a turbo-jat to 

be? 

21 

A 

A turbo-prop* 

i 

! 

22 

Q 

It is a prop plane? 

i 

23 ! 
1 

A 

Yes, 

! 

s 

} 

I 

5k ’ 

! 

0 

Are you familiar with the Navajo? 

1 

i 

| 

* ; 

» 

A 

Somewhat; yes, sir. 

j 
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In your investigation back into 1969, wasn't thers 


talk at that time that Piper was going to prepare and to 
sell and market a turbo-charged Navajo? 

MR. LIMAN: Objection to the form, "talk." 

t 

THE COURT: Yes. 

I 

i 

Q Did you read anything in the papers — 

MR. RYAN: I will withdraw the question. 

1 

I 

Q Did you read anything in the docunents that you had 
before you concerning Piper's plans to turbo-charge the 
Navajo? 

To turbo-chargc it? 

Yes. 

That's not the same as a turbo-prop. 

Put a turbo-prop on the ’Javajo? 

Now. you do mean turbo-prop? 

Yes. 

Yes. I was very ir ; uch interested, and I read in 
chc discussion that it would be too expensive, and they are 
consistently interested in producing a plan : at the least 
most, and 30 , as I remember , it said, "’Ve better stick to 
the piston-engine plane .because it won't .stay within our 
price factor." 

In my judgment, they always overemphasized thi 3 pri ; 
factor. 3o I did read that. 

0 That is your cpinion,that they overemphasised the 

&OTHERk biCTfcCC CXrtT *••£, 
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price factor? 

A That's my judgment. I think — 

Q You have never been in the aircraft business, have 

you? 

A I have seen their profit margins from 1966 go down 
when their sales went up, and that is, I think, a basis for 
my judgment. If your sales keep going down and your profit 
margins go down, I would consider one of the factors wa 3 
overemphasis on the price. 

Q Could another factor be that the profit: margin 
might be affected by the amount of developmental work going 
on? 

A Yes, \ hich weren't very satisfactory here, if you 
notice. 

Q How do you know? 

A The Pocono was aborted, and they said that wan 
their major project in s 66, *68, '69. 
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MR. LIMAN: 10-A 13 not offerod —• 
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TIIE WITNESS: I didn't hava any 10-A. 

MR. LIMAN: y 0 u can use this. You will have to 
show it to him. 

A I finally found one. I didn't think it was — 

I didn't testify to it, and I hadn't intended to, but I now 
have it in front of me. 

Q fou now havo it before you? 

A Yes; I have. 

0 Did you prepare that table? 

A Ye?. 

3 And what ©art does that table nave in the 
formulation of your opirion? 

A Well, ray judgment Wc.s — may X go down through it 
then and nay specifically why? I can't generalize. 

Q First tell me what the purpose is. You say ".Hajor 
factors.” IThat do you mean by that? 

A That in the valu. iion of the stock, the two major 
iactors, ns I believe you testified there, were two assump¬ 
tions, one, that Curia-Craft, o**ce it was a minority stock¬ 
holder, could be forced into a merger at the time that Bangor 
Punta would make a choice. The second assumption I was told 
was tiv.it the Pocono was aborted.- So — 

Do you want me now to go down — 

Q So these were factors which went into vour 
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determination of the value? 


A Those that's the first part; yes, sir. 

Q They were considerations? 

A Important ones, yes. 

Q All right. Let us just go down. No. 1 here, 
point by point. 

It says here. No. 1, that Chris-Craft locked into 
a minority position (a) either wait for merger and accept 

I 

merger offer or appraisal. 

] 

A Correct. 

Q Now, was that the only option open to Chris-Craft? 

A I was told by counsel that it was. 

Q You mean, told to assume? 

A No. I'm sorry. I show right below it that of 
course they could, prior to any merger, offer this stock for 
8 ala. 

Q In other words, have a public offering of their i 

securities? 

A That's right. ! 

f 

Q Or a private offering of their securities? 

A That's correct. 

Q And then, the next item I have, if Chris-Craft 
offered stock an orABangor Punta merger-appraisal/'both 

i 

companies August l^know and would need to disclose potential' 


buyers. 
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A Well, I believe I was referring to the type of 
thing as the Bangor Punta prospectus, that they didn't 
disclose the railroad, that they owned ~ 

MR. RYAN: I move to strike that. 

THE COURT: Strike it out. 

THE WITNESS: You asked me to explain what I meant. 
Under the Securities Act, when you sell a security, you must 
disclose the material facts that are important. 

In my judgment as a financial expert, I would 
consider certain facts that they knew that may not be publicl- 
available of great material cy. 

0 What facts? 

* j 

A Well, specifical / they would have to indicate the 
major!tv position and that the minority position could be 

i 

forced out. Too, they would have to disclose that 

the Pocono had been aborted, and I think that had been very 
important in investors' minds up to that point. 

Q What do you base that opinion on — 

MR. LIMAN: Will you let him finish his answer? 
Objection, your Honor. j 

MR. RYAN: Excuse me. I am sorry. 

I 

A You ire an, the opinion that the Pocono was aborted? j 

Q Yes. Do you want me to read back your answer? 
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A No. I was told by counsel it was aborted. 

Q What was that? 3252 A 

A 1 was told by counsel it was aborted. 

Q All right. Finish your answer. Excuse me. Doctor. 

A Thirdly , I believe they would have to disclose 
information on the safety factors of the Twin Comanche. j 

I would believe theywmld have to disclose information such 
as was in the Arthur Young report and in the treasurer's 
report of their inability to actually carry out a project 
above the 100,000, that they couldn't sacrifice the small 
plane area for the large. 

All of these, which were known by both parties. 

In other words, they would have to disclose the information 
that I had available on which I mademy valuation. 

Q All right. Now, let's go back into the information 
you said you had available on which you based your valuation. 

I assume when you said that, that these factors had some 
bearing upon your $7.50 valuation? 

A Important, yes. 

Q Important factors? 

A Yes, sir. 
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Q All right, no*; let's go back to the Pocono. 

You say the Pocono was wall known tc the investing 
community and they had big expectations about the Pocono? 

A May I explain it? 

Q Yes, I would love to hear. 

A The 1967 and annual report which cf course 
spread through the financial, committee indicated — I have 
the reports, but I don't think you want me to read 
them indicated this was their ma^or project., that area 
of commuter airlines, what they call the third airline, 
was a feist growing are*, and that ahey intended to and it 
was vary important for chem to enter- it. 

One magazine had a picture of the focono 
on the front, giving it that type of publicity. 

So in my judgment a financial analyst or investor looking 
at the material I have rending that the Piper Company itself 
stated this was a very important area in wiich they 
should move Kid that this was their major project in ’67 
and *68, therefore I would, as an analyst, the fact that 
tiay couldn't handle it and knowing that the treasurer had 
said they weren't capable of handling this type of a 
project, these I consider very material. 

Q Did you in the course of your investigation 
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make any study into the condition of the third airline, 
third-tier airline market in *69 and '68? 

^ It had a recession just like _ 

Q Everyone went broke, didn't they? 

A I wouldn't say —— 

Q Is there ORC third-tier airline today operating? 

A Is there one operating? 

Q Yes. 

A That I don't know, but ray judgment .is that 

they are going to and it hc.s a future. i agree with 

Piper in otner words, I agree with Piper _ 

Q Excuse me7 

A I agree with the Pipers’ analysis —• 

3 have you made any current study of _he 

third-tier airlines? 

A I was valuing the stock as of Aucust-Septaribsr 


Q /ou just expressed an opinion ttat you have 
great confidence in the third-tier airlines. Have you 
made a ly present study of their present condition? 

A I judge, in August-September 19i9, as i 
’ alued the stock, I agreed with riper. 

Q In *6S you agreed with them? 
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A Yes. 

Q Do you agree with them today? 

A I don't have an opinion. 

Q You also testified that the safety problem 

of the Twin Comanche disturbed you? 

A Yea, sir. 

C What disturbed you about it? 

A Well, I read the Stieglitz report — I ani not 
a technician. May I ei.plai.n how I would look at it? 

Q I want to knew what you based your views 
on, not how you looked at it. All you had before you was 
the Stieglitz report. 

A I wa3 told about the fact they had to 
put this card on it. I a:a not a — 

0 Wore you told that the PAA approved the 
putting of the card on the plane? 

A I can't answer that question. 

Q Were you tol d that the Stieglitz report vn s 
given to the ?AA by Chris-Craft? 

A I ar. sorry, I can't answer. I don't rermmber, 

Q Did you ever hear or learn that the FAA 

ever grounded the Twir. Comanche? 

A I believe I read, and this is a recollection, 
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that one of their subdivisions ordered it grounded and 
then it was overruled in Washington. I could be wrong 
on that, because it is memory, but I have a rather 
strong feeling that I read that they had ordered it 
grounded and then it was overruled in Washington. 

Again, I am not a technical expert. I looked mainly at 
tho sales. They reached their top sales in '64. 

Q The next item you have here, Doctcr, is"Pocoao 

aborted eliminating Piper from new market potential. 
Lycoming engine not need FAA recommendation." 

What do you raeun by that? 

A Again, I have to speak as a non-technician. 

As I understand it there, the engine they were flyincr 
in tests t<ras not an engine that was going to be in the 
plane. Lycoming was preparing an engine, going to 

produce an engine for this plane. 

Before it could actually be certified it had 

to meet FAA requirements and I believe, if T may U3e the 
figure, I think it was 525 horsepower, but: this is 
memory. Anyway, they couldn’t get enough power out of 
that engine, so Piper issued stop orders to all their 
suppliers on producing things and that at? it h>_ ood a i 
of August 2969 they didn’t have an engine for this plane, 
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tho one that they had thought they couldn't use and they 

didn't know when they would have it. 

Q What does that have to do with an engine 
not needing an FAA recommendation? What did you mean 
by that? Look at table 10A. 

A That is a typing error. 

Q Do you maan certification? 

A Certification. 

Q It is your opinion the FAA did not need to 

certify tho engine? 

A It As ray opinion they had to certify it and they 
were told it wouldn't meet the certification 


requirement. 

"1 Tho next one you havt is "'win Conar.cho, 
accepted record, liability, sctuc.l and potential, company's 


repute :Aon." 


Who told you anything about liability, act ai 


and potential? 


A No. 1, I had seen the accident records. 


.o. 1 


I wan well aware they had had — I was told I believe that 
they had hod to rake some payments and that their insurance 
prem^uios on this plane had gone vp 3 »bst«int:-alli. 

Q How substantially? 

A I was told substantially. 
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Q Was this fact very important in your evaluation 
that the premiums for the ?A30 went up substantially? 

A No. It was a factor. I wouldn't say 
very important. What really worried me, if that is what 

you are asking, was that with this accident record the 
plane causing a sericua damage, going into a school or 
church, that the liahi. itai.s could be very heavy. 

Q Dxd you ever hc.va a conversation about this 




I 


i 

i 

! 

t 




subject? 

A 


That sound.s familiar. 

As far as the liability insurance, 


t 

l 

i 

I believe, 


something was said to the fact that the premiums went 

f 

up substantially. 

Q Doctor, let's turn — 

THE COURT: basically everything you bc^e 

under I on your table 1G& ;:eally is a repo t of information 
that you roceivad from Ohris-Craft or its a :toraeys and it 
doesr’t represent any market or financial .malysis oiyour 
own? Isn't that right? 


i 

21 S 

« I 


Of 


THE WITNESS: I am sorry, sir, 3 disagree. 

Most of :his information ir as you described it., but as a 
financial analyst I stated what ray jv.dgmetn would be 
if 7 had this information. 

THE COURT: Tie source of your information - 
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dees that correctly state the source of your information? 
TH.2 WITNESS: Yes, sir. 


TKZ COURT: 


13 that the kind of information 


about which there could be a division of opinion? 

THE WITNESS: Wall, I would have to go down 


through each item, I suppose. 

THE COURT: Go down through each item and let 

me know whether those are noc .ont.rove rsial matters v.hre 
different people have different views. 


THE WITNESS: 


As I understand state it’?. 


they vary by states as to the percentage with which you can 
force a i zrger — 

THE COURT: Just taka it in oemis of my 

reference . 1A, is tt L .something about vhich different 

people ar c lawyers and clients can ha\ s different vi u.'s? 

r?.E WITNESS; Well, I believe Langor Panta 
stated that it; intended to merge. 

THE COURT: It did? When did it say that? 


T'lE WITNESS: 


I am sure — th-ro was an 


injunction against it, bet I must adm..t — I can't give yeu 
tho citation, 3ir, and that is why there was an injunction 
against the merger during these proceedings, as I understood 
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THE COURT: Had it announced, so far r\s 

you were informnd, that it was prepared to :r.erge? 

THE WITNESS: Yes, sir, that is what I 


i 

i 


was informed, I believe. 

THE COURT: So that according to the informa¬ 

tion that you had in August or September of 1969, item 1 
was moot because there couldn't be any merger? 

THE WITNESS: Until these proceedings ware — 

THE COURT: It was moot until those proceedin 

were over. 


i 


I 


How about item 1 before, xs that the kind of 
item about which there were differences of opinion and 
on which you couldn't safely rely on one or tha other 
without personal investigation? 

THE WITNESS: NO, sir. It had the choice 

of waiting until there was a merger or to hold the stock 
as a minority stockholder, which I don't think was the 
choice, and offering the stock to others, to sell it. 
That would be my judgment. 

THE COURT: How about 1C? 

THE WITNESS: I assume that corporate 

directors in a situation where thuy have power to form 
a merger in a cyclical — I a corry — that is my 
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general knowledge not a3 an attorney but as a financial 
analyst of the security legislation and I have testified 
quite a bit on that, that you do have to disclose 
material information or else you are laible. These 
10B cases, most of them are of that type. I certainly 
wouldn't want to have anything to say to approve a 
registration statement — 

THE COURT: Why did you call attention to a 

truisn as item 1C in the list of major factors? Is 
telling the truth a major factor? 

THE WITNESS: These i tines were a major 

factor in valuation and I am simply explaining that if the 
stock was sold they would have to give the same information 
to the investors that I had, and I assume that a financial 
analyst would come up with the same valuation. 

THE COURT: ID. 

THE WITNESS: I was told that it was aborted 

ard I read a considerable amount of material on the -jycomino 
eng in a. 

Again, I am not a technical person, 
but as I understand as a result of the correspondence 
between Lycoming and the company that Piper issued 
stop orders to all or most of their suppliers on any 
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other parts of the plane and that they couldn't- meet rhe 
FAA, and of course that is a typographical error ~ 
certification. 

THE COURT: IIow about lE? 

THE WITNESS: I looked first of course at 

the Twin Comanche and saw their maximum produc;ion was a 
year after it cuma out and from then it wer.t d*m. 

I did see the accident records. I would assume this would 
affect thir reputation and the p^ane and X could assume 
that there would be very serious liability. They 
on^y have four planes, really, above that low-price class, 
the. Aztec, the Navahc, the Twin Comanche and, hopefully, th 
Pocoao. 


So I would think that — wnat 1 read was 
only a skilled, pilot could actually handle them. not 

a technical man — I am a captain in the navy reserve 
and deal with the Bureau of Aeronautics quite a bit — 

TEE COURT: You don't run a 3 hi? Snat way, 

do you? 


THE V/ITNESS: I don't know hov. 7 to run a 

ship, my wife 3ays she won't let me hava a boat until 
I take lot;:?ons. 


THE COURT: Would you mind taking a shore 
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recess? 

MR. RYAN: Not at all, your Honor. 

(Recess) 

BY MR. RYAN: 

Q Doctor, in arriving at you, _ -earnings 
multiple and your estimated earnings per share and sales 
growth, did you investigate the prior price-earnings 
ratio to earnings and sales growth of Piper Aircraft, in 
the past? 

A I looked at it, but I don't pay much attention 
to that. 

Q Well, for example,you have hare is your 
compounded sales growth 7„5 per cent, and you testified, 

I believe, that you arrived at that through your 
trend-channel method. That is ?10B I an directing your 
attention to now. Doctor. 

(Pause) 

A Yes. 

C Dc you have P10B in front of you? 

A Yes, 3ir. 

Q You testified you arrived at ycur 7.5 per cent 

compounded sales growth rate by using your trend-channel 
method, is that correct? 
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A No, I don't bsl'.ove I testified that way. 

I said that was one of the -mill i n i 

Q Did you give any consideration to Piper 
Aircraft '3 historical sales growth? 

A Yes. 

Q Do you know what the compounded sales 

growth for Piper was for the period, we will say, from i970 
back to 1961? 

A I would have to look it up. i believe I 
had it in here. 

0 If I told you it was approximately 13.66^ 
would that refresh your recollection? 

A Well, I think I would have to look. 

(Pause) 

A What was the period? 

Q Weil, let's take from 1970 back to 1961. 

MR. LIMAN: if the witness is looking at 

a chart in evidence, will he identify it? 

THE WITNESS: I am looking at A7. 

(Pause) 

A I could calculate it, but I wou .d have to 
calculate it. I couldn't say whether it was correct or 
not without calculating it. 
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Did you ever calculate such a figure? 

The calculations I had were on this basis 


because, in my judgment, you had a period up to the mid-1960:r 
which was the peak of the industry units and the peak of 
Piper's profits,and then you had a period after '65 or 6, 
so I calculated from '59 to '66 and I calculated it 

from '59 to '66 and from '66 to '6S and from — then I 

\ 

of course I calculated it just for that last year of '70. 

i 

So I calculated it for those poriods they 
were the important ones. 

] 

Q In other words, you took out the high point 


of the cycle? 


A I don't understand. 

Q '66 was the high point, wasn't it? 

A Not for sales and billings, no. The high 
point was 1969. It was the high point of earnings 
for Piper. 

Q what figures did you cams up with as to the 
compound sales growth? 


Do you have A7 in front of you? 


They are 


not cn a compound basis. They show 1959 equals a hundred — 
Q I asked you. Dr. Bellemora, did you compute 
the compounded sales growth of Piper Aircraft for the 
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years prior to 1970? 

A No, sir. 

Q You didn't consider that important? 

A I had the chart which showed it did about as 
well as the industry. 

the COURT: Did jou consider it important? 

the WITNESS: The compound rate? Not the 

actual calculation of the actual rate when I saw they 
did approximately the same as the industry. 

Q But you didn't think it important when you 
arrived at your conclusion to use the factor 7.5 per cent 
for the compounded sales growth, is that correct? 

A I don't understand the question. 

Q Tid you consider it important. Doctor, as 
to what the historical compounded sales growth of 
Piper was when you arrived at your conclusion to 
apply 7.5 per cent to your opinion? 

A i].e answer is, of no importance at all. 

Q The next item I note on 10B is that, if i 

understand your table, that you anticipate that it will 
take until 1976 before Piper achieves the sales or 

approximately the total sales that they had achieved 
in 1969? 
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A That is correct. 

Q And you of cour. e have taken into this con¬ 

sideration the cyclical effect or effects existing in the 
general aviation industry? 

A As of '69? 

Q Yes. 

A Yes. 

Q And whan you — 

A May I explain that? 

Q I don't believe I need any explanation. 

Tho next conclusion you ::each cn your calcula¬ 
tions is that when Piper reaches the 108 million sales, which 
is approximately the IShiS sales, the earnings per share 
will b3 $1.50? 

A That is correct. 

i What relationship does that have to the 

nat earnings of Piper in 1969? 

A What relationship does it have? 

Q It is approximately 50 per cent of the net 
earnings reported in 1969, is that correct? 

A That is correct. 

•3 So that at the end of six years it is your 
opinion that Piper will reach their 1969 sales but, yet. 
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earn leas than approximately 50 per cent of what they 
earned in 1969? 

A Yes, after two years of flat earnings, which 
would be*70, ’71. May I say this was only based not 

knowing that they lost money at that point. 

Q The price-eamir.gs factor you place on it *s 

10 ? 

A Correct. 

0 Hot-; did you arrive at 10 times earnings? 

A I con valuing the stock as of the particular 

poini of time, sol the market conditions, and so forth, 
at that time for price-earnings ratios. i locked at. 
the records of earnings, cyclical, and otherwise, the 
Dow Jones industrial average, and of Standard £ Poors, 
which is similar, and of Cessna for this period of time 
anc also of dividends. The Dow Jones was sailing at. 
13.9 at this particular time, Cessna was selling at 


2C 


2 






f 

:i 
f■ 


il and ^.ctuily Z think the price-aamings ratio 
'as high, real-ty, but it i.9 essentially ny judgment on 
the conditions as they existed at that tina and my estimate 
of projection there, but especially the record from 19C5 
co ’€9 compared to the Dew and to Cessna and to Standard 
& Poors 425 industrials. 
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U In the ten years preceding 1969 did Piper ever 
sell at 10 times its earnings? 

e 

A No, because it never had — the answer is 
no — well, again, I woftd have to look at the — 

Q Did it ever sell for less than 10 times 


earnincs? 


Y*03, it J3M st 5 one year, but I forget — 
how long did it sell at 6 
Essentially : t didn't sell below 10. 

Do you know hov. long it sold below 10? 

No, 3i.r, 

Do you know how long it sold at 10? 

I didn't cc'’.'rider it important. I didn't 


know. 


Q Yov. didn't know? 

A I cey I did not consider it important, so 
I don't remember. 

Q it }ou are starting your formalization as 

tc what the stock is going to be worth in six years, 

dtin fc - r c»u think ic v/ould be important to ascertain whether 

ycur fucccr of your multiple i 3 correct? 

'■ Absolutely. It is the judgment of the analyst 

e 

arc i! think tlio past record of P A 's is not important at all. 
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Chemical sold at 26 times earnings — well, I don't think 
it is important. 

0 When you started your, I believe you call it, 
factor for growth rate of 15 per cent — 

A Right. 

Q — you started at 65 cents a share? 

A Right. 
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2 

Q 

Did you ever ascertain whether Piper's earnings 

3 

sver were ad low as 65 cents a share in the previous 

4 

ten-year 

period? 

5 

A 

In the previous — yea, I have the figures 

6 

right here, right in front of me. The figures — 

7 

this is 

the bad thing about it. They were down in '61 

8 

1 

to S3 cents, 

i 

© 

0 

1 

That is correct. 

so 1 

A 

Now —• 

u 

i 

C 

1963? 

■2 i 

f 

A 

1962, I believe. 

VJ 

Q 

'62? 

i4 


Try ' 61. | 

j 

?c 

1 

a 

I am sorry. ! 61. 

* i 

! 

Q 

So you started 53 cents in 1961? 

?7! 

i 

A 

Right. 

18 ! 

I 


| 

i4A. LIMAN: You are both referring, I take it. 

!9 j 

i 

to chart 

I 

A -7? 

■X i 

■ 

i 

i 


\ 

MR. RYAN: I an not. referring to anything. I 

25 f 

{ 

an just 

examining the witness. 

•2 1 
i 


MR. LIMAN: Sorry. 

23 ! 

» L 

Q 

from the 

So that you started jour 15 percent compound ed 

Q.UTr\%*^j for 

area of the lews* Piper Af*©« the last ten years? 

a> ! 

i 

A 

Oh, no. They lost 47 cents — 
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Q That is 1970, Doctor. You are baaing it on 

I 

1969. j 

A That's correct. 

Q You didn't have that in front of you at the 

time? 

A That’s correct. I had estimated taat thay oily 
earned that much for many reasons taat I discussed, 
and I thought that tae recovery would be vei*y slow. 

Q Now, Doctor, let's move on. 

A3 I understood your testimony, you attcibuted 

» 

the multiple or the 20 to 30 range of Piper in 1967, 

'68 and '6S to the fact that Piper was «'* target of the 

conglomerates. 

A well, may I repeat v;hat I testified? 

Q Yes. 

A I would — 

Q I would like to hear it again. 

A I testified that on the earnings on the Ic.tn. 

record of Piper vs. the Daw and Standard t Poor 
Cessna, it didn't deserve to sell at even as high a 
pr-C8~ear:iingr ratio ae the Dow. Specifically in 
September, 1969, the Dow was 13.9 cents, and I put 10. 

Now therefore I had to look for a. reason why it might 
h<r/e sold at that price-earnings ratio, and in my 

JttTHETK DiSTRTCT COURT REPOrTEiiS 
< ft;rr£D states Car y ifcrisE 
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judgment the only reason that I as a financial analyst 
could assume that it was, one, the biggest merger 
movement in history. 

Second, that in this merger we had a group 
known as conglomerates, which were a fad there. They 
attracted investment attention; even the Swiss banks 
bought the convertibles of these conglomerates. They 
sold in little respect to oarnings. 

i 

And this is why subsequently they collapsed J 

f 

from a hundred to five, and so forth. 

* 

I 

Q Excuse me. What has that got to d) with the 
price-earnings ratio of Piper Aircraft? 

Is Piper Aircraft a conglomerate? 

A No. Strike that out, if I didn't make the': 
clear. No. Piper was a candidate to be acquired by the 
conglomerates. It hid many suitors. 

Q Who cold you that? 

A Well, 1 know it as a fact. 

Q You do? 

♦ 

A Yes. 

I 

Q Who were the suitors? 

A aungor Punta, Chris-Craft. 

4 

Q When? 

» 

A Oh, at the time there. No, it was a potential 
SCJJTH5R* tfSTFCT CDU?T REPORTED 

^iTED $TA7fc5 COURT.} <505€ 
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THE COURT: Wasn't every stock on the board ' of 
the New York Stock Exchange a candidate for a marriage? 
TEE WITNESS: No, sir, I don't think so. 

THE COURT: You don't think so? 

THE WITNESS: No, air. 

THE COURT: All .it had to do w<»s to have earning 
in cefu, and it was a candidate., wasn't ;'.t? 

THE WITNESS: Weil, this trai having —— 

TEE COURT: And noma old mon running the board? 
Wasn't that the candidacy? 

CE*. WITNESS: Certainly there t 33 aotiie of that, 
but I think they looked at particular industries. They 
looked at this as something of a leisure-typo industry. 

ihsv leokec at particular areas which were more attract!/e 
than others. 

Anyway, thra is tha only explanation 1 ca 1 give 
for the p/e at that time. 

BY 11 R. RYAN: 


Q Whose mythology is than? 


A t don't like the term "mythology.'' I am a 
professional analyst. So .if you v/ould like to repara so 
the question, I can answer it. 


Q 


Now you testified aJ , 0 , 


belie/e, Doctor, tha : 


suut .z& rir 

!r r zT l\ 
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if you nad boen called as a witness in the appraisal 


proceedings, assuming thc.t Bangor Punta had merged with 
Piper in August or September of 1369, it would have been 
your opinion that tnc fair value of Piper shares at that 
time was $7.50, is that correct? 

\ That's correct. 


Q Now at that time I assume you would be aware 
of what Piper had been selling at ever the New York 


Stock Exchange? 


i 

I 

i 


h You. That's correct. 

! 

Q And in July and August of 1969 you know what 
Piper was soiling for on the hew Ycrk Stock Exchange, it 
tuiat right? 

* 

A Yes. There- va sjv' t ary kind of a market, as 
va describe a market, lor it. 

THE COURT: What war •; the willing purchasers 

paying the willing sellers? I 

i 

THE WITNESS: As I describe a good market, 
where there is a sufficient volume of shares outstanding. I 
where you can have frequent trades without much price 
changes. 

here we had a very heavy percentage of the 
3toC/-. bJorkec up and therefore in my judgment it wasn't 
dny type of a market for the utock. Any way, it got up 

s&rn-tf:*' ns.pjcT ncur 7 repo: ras 

_ 5 UTita SVAYat QjJi i SriOUiE 
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to $80 a 3hcire as a result of this competition for 
control. 

Q And that wouldn't enter your opinion as an 
export on the appraisal proceeding? 

I 

A Ho. I wan a a-ted to value the stock as of 

» 

the time that Bangor Punta had obtained control. It 
was over, "here was no longer a contest, 

Q Doctor, you testified or your direct exauinat .cr ' 
that if you had boen called as an expert viti est ir 
an appraisal proceeding- , ycu would lave testified c: at the 
value of Piper v;as $7,5 0, is that ccrrtc :r 

A After Bangor Punta had obtained control. 

Q Correct. 

Now pr:.or to ♦-hat time or at th<it. time you we *e 
aware that the Piper r .hares were selling in the 70's, in 

i 

J’-’.ne and July and August, and do you recall what i; was 
soiling for iri December of 19t8? 

A 50 r.o 55. S. guess 51 to 55.. 

G And at that '.iiae was there an open market * 

A Vas there a Market for the sheres? 


7 didn't tudy the activity of th : market. I 
).ldr ' ; n?k® a ^uiciueat at that time. 

<;> 'yell, if I <r»ld you at that point neither Chx is* 


W n -&l it.' 71 »X' 7S7 s- igf:; ; 7 £ i 
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Craft nor Piper nor Birgor Punca were in the picture, 
the stock traced oi -he Nev/ York, Stock Exchange — 

A I would have co look ever the volume of trades 
daily and ' ae spreads before I could decide whether it v as 
a good market or not. 

C 11, assume that you came ho the conclusion chs 

it ’.fat a good market. Vfculd that have entered into your 
opinion on the appraisal. proceedings'* 


No. I am valuing the. stock ea of Septemiier, 


1969 r 


"A 


What the stock had sold for ah some other tine 
had nothing to do with it, 

Q Ho you know what tl?a be ok value of Piper Aircraft, 
stock was In August or .1969? 

A I don't consider bo ox. value oc aiiv imporuanc ^ 
in ar industrial company; therefore I don't — 

THE COURT: W!»at was the book value? 

4R. RYAN: $23, approxiaaceli. 

V 

Q bid you consider the,,current assets of Piper? 

? 

vtt 

A 1 don t consider the ^currant asseus iniportai fc 
unions you are going tc liquidate. 

<2 Isn't an .-.ppraisal prccceainf essentially & 
liquidate n? 

A Net in my judgment. 


timmi q'ust <• . **. 
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going-concern 


THE WITNESS: A going concern. I value the —— 

I base this on Piper's earnings as a going concern. I 
projected the growth of the industry, the growth of this 
company as a going concern. If I had to liquidate it, 

I don't know what I would have valued it at. 

THE COURT: When ycu have ur. appraisal as a 
result of your experience, you know what ycu do is to valua 
a share of stcck in the corporation. You don't value the 
holders, isn't that right? 

THE WITNESS: In an appraise.., no. That was 

act — 

.lay x illustrate? 

1 had — 

••HE COURT: You don't agree with idiat? Ts that 

what you are saying? 

THE WITNESS: Not in all cases. 

TEE COURT: Well, if ycu wore to value a share 
of Piper stock, a shrra of Piper stock in September or 
Aucust or September of 1963 — take it first Li Seremote? -• 
wh&t would ycu ve.lue that 3tocx at as a fai- va.cue? 

TEE WITNESS: It depends who owned it. 

THE COURT: We ’.fill talk about tie osmzv la : ur o i. 

HJCV CfciJ <T .tt-FOSScIU 
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Let•s talk about the stock and then we will discount 
that. 

THE WITNESS: Well, I would put it on an earnings 
power value of seven and a half. 

THE COURT: Seven and a half dollars? 

THE WITNESS; That's correct. 

THE CCJRT: And you know it was selling in the 
market in the 7C*3? 

THE WITNESS; Yea, but I don't chin), that was a 
market that meaningful. 

THE COURT: What would you do would be to 

penalize the minority bolder by about 90 per cent because 
he haooeno to be a minority holder? 

THE WITLESS: No, net at all. I would penalize 
hire if he bought it at SC and sold it at seven and a 
half, Hut it he bought it on an earnings projection at 
that time he wouldn't bt. penalised. 

THE COURT: ruren't you in effect giving me 
blockage vaxuo rather than the value- of a share of stock * 

THE WITNESS; No, sir, I don't believe. 

3Y NR. RYAN: 

7 < Doctor, let'c get to tne second part of your 
opi’iic: ard. 1st v\>*. aee if I understand you correctly. 
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Is it your opinion that of the snares of Piper 
Aircraft owned by Chric-Craft in August of .1969, 42 per 


cent approximately were worth $7.50 a share? 


A Yes , sir. 

Q And then is it your testimony that tne snare, 
of common stock, of Piper owned by Eangor Punt a were worth 
$73 a share? 

^ I testified that tha value of dmfss repre - 
senting the controlling group would be worth practically 
$73 a share, wnich figure I calculated by caking what 
had actually been paid by Bangor Punta and Ohrie-Crafc 
for the stock in order to attempt to get control, on the 
knowledge that they could then obtain the otrez at a urice 
say, of $7.50, and come up with an average cost of 
45. 


* So on that basis, that stock, the controlling 

8took, in my judgment, had a value of $73 i she re 

TH2 COURT: Does an expert vaJue x ol.-re of 
stock on the basis of what somebody pay*' for it, ’inlets it 
happens; to ne a going market va.lus? 

THE WITNESS: WslI, here we have x cta-pofcrt.oe 
situation. My judgment — 

T s COURT: It ou can't answer dw vuascion, 

it's all rignt. 


nr ??:t ccxjh - *&a thas 
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THE WITNESS: The answer is if it is controlled, 

this is a very important factor, the ralue of the control. 

THE COURT: I asked you wnether an expert, 

disregarding the fact of the existence of a market 
value — whether an expert would value a share of stock at 
what it costs somebody? 

THE WITNESS: If he was specifically asked to 
value a particular block of stock, and again I have 
testified in the Ingersoll*Rand case, $5 million by 
Michael Brace, I was valuing that particular 3 tock. If 
I had a free market with a million shareholders, and 
each one owning a share, that was one thing. 

But if I an asked to value a block, either a 
minority block as a block, or a majority block as a 
block, then I have to consider the matter of the control, 
and the matter is minor in the valuation. 

THE COURT: Let c a examine this problem of 

what you consider control value. 

What inhere? to control, that is worth money? 

THE WITNESS: Well, with 50-plus per cent, they 
could get 100 per cent, and with that they could change 

this management, which was the worst example of nepotism 
that I had ever seen, a management whose — 

MR. PENNOYER: Objection and move to strike, your 
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THE COURT: Strike it out. 

A And in my judgment there had to be a change in 
management. 

They could change the management, change the 
direction of thie company. Tney cculd afford to wait a 

long period of time, which the individual investor could 
not. 

They could afford to make capital expenditures 
in the company and move into this other field. 

It was all these factors which I considered with 
the 50 that they could get 100, and I assumed — 
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THE COURT: Aren't you confusing ownership with 


value? 


THE WITNESS; I don't believe so, your Honor. 

THE COURT: Go ahead, Mr. Ryan. 

Q Doctor, how \ong did you spend in formulating 

this opinion on the valuation of the Bangor Punta shares? 

A I suppose about six months. 

Q On the Bangor Punta shares? 

> 

* the Bangor Punta * v .are»? 

C Yes. 

A I am sorry. Excuse me. 

I 

Q When were you asked to express that opinion? 

A I would say the thing was discussed over the last 
few week.: several times. i 

Q When were you asked or told that you were going to 

be asked your opinion on the value of the Piper share 3 owned . 

I 

by Bangor Punta? j 

A When I was told I would be a3ked to give an opinion 

I 

by my counsel, or by — 

Q Your counsel. 

A Oh, by my counsel? I would say something like a 
week ago, I believe. 

Q I roticed when you were testifying you had a note 

or a piece of paper? 
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A I had a card, yes, sir. 3284 A 

j t Q Could you produce that, please? 

4 

A Yes. 

5 I 

I i (Pause.) 

. I 

A I am afraid I can’t now t «. 

♦ I don t know where it i;j 

I could do it over again. 

Q other than that one card, were there any other 

„ | d ° CUme " t3 ° r C ‘ ,artS ° r 3tudia3 « anything elae that you j 
j used in formulating this opinion? 

11 

, 2 A W °* 1 WaS told assignment was to value the 

, 3 j ” ,n ° rity 3toc,t - Tha t was my assignment, X could be asked for 
M j " ° pini ° n 33 ~° the value of the majority. 

15 ™- nYAN: 1 don, t wiah to take any more tine, i 

l6 y ° Ur HOn ° r ' bUt “ y °“ «* the witness to search j 

t? through his papers after cross-examination — 

8 | THE C ° URT: *** y ° U rind 9 ive it to Hr. Liman. 

, I HYM: 1 have no further questions. 

0 ji a couple of fasr. questions, 

; your Honor. S 

I j 

CROSS EXA’IIHATJON 

2 H 

ji BY MR. ARMING: 
i !: 

; 0 would you turn. Dr. nellemore, to your Tat at 


f P-10B? 

25 f 

A 


Yes, sir. 
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Bellemore-cross 
Do you have it in front of you? 

Yes, sir. 

There are two mathematics? computations there 


1259; 


that seem to relate directly to your conclusion. One is 
10 times your top estimate of 1971 earnings of 75 cents per 
share, and that gives you $7.50, is that correct? 

A That’s correct. 

Q And the other, T take it, is the calculation 
relating to the sixth year, 1976, and you take 10 times 
that year's average estimated earnings of $1.23aid that 
gives you $12.30 and jtu discount that backto present 
value and arrive at $7.62? 

A That’s correct. 

Q Is that last calculation valid only for that ono 
figure, the middle estimate for the sixth year, or could 
you do substantially the same with any one of the 
figures in that three-column table? 

A Well, in other words, could 1 compare the price- 
earnings ratio and get a present value? 

C 'ies, could you have equally as well taken 10 times 
$1.11, which is the fifth year, and discounted that back 
to present value? 

A That'8 correct. 

Q So if a merger was forced at any point in these 
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i seven y^ars, the calculation, as far as this calculation 
jj is concerned, would arrive at exactly the same value or 
, substantially the same value, would it not? 

I 

A I am sorry, I don't follow. 

| 

Q I am relating to a point you made, I had thought, 
that one of the factors that gives the majority value and 
detracts from the value of the minority ia that the majority 
holder can pick the botfcon jf the cycle to merge out the 
minority and thereby obtain it more cheaply? Wasn't that one 

t 

of your points? ! 

A Yes, sir, it was. 

Q In fact, as long as you value only on the b;.sis of 
a compound annual growth rate and the same earningsmultiple, 
then it really doesn't matter and that advantage is illusory,. 
is it not? 

I 

A I am serrv, I don't follow you. 

Q All the minority is gaining is interest rate and 
ali tne majority is gaining is 10 times that year's earnings 
erd it makes no difference? 

A In other words, what you are saying is that if 
earnings grew at this particular rate, he could not obtain 

this stack — he could obtain this stoc’: as cheaply at any 
point? 

Q Thc.t -.3 correct. Ar«d if your opinion were 
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consistent on appraisal rates, the man would get sub¬ 
stantially the same valuation at that time that he would 
get at the bottom of the cycle? 

A No. The flaw in that is this: I am valuing 

the stock as of September, 1969, when the Dow was selling 
at 13.9 P/E and when Cessna was selling at 11 and that is 
when I gave the 10 there. If you came out of a recession 
to better business and a stock market level instead of 809 
back to a thousand on the Dow, with the Dow, say, selling 
at 25 times earnings, the factor would be different. 
the stockholder corId get advantage of that factor as well. 

1 simply used the same one, the s-^rae 10, because that would 
be the price-earnings ratio which I fee] should be used 
valuing the stock as of this particular point. What it 
night be if the Dow — 

Q Excuse me. Doctor,but we are getting very late 
and we have other tilings to do. 

Aren't you applying the 10 times earnings multiple' 
to the year 1976? 

A That's correct. 

Q Is there anything that makes that multiple correct 
for 1976 and wrong for 1975, in your Exhibit P-lOB ox your 
calculation in arriving at your conclusion? 

A Tot considering in this valuaiion two factors. 
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both the 10 times the 75 cents or $7.50, as one factor, and 
the other is this present value. I would also look at 
both. So in determining that value, I would look at both 
of the factors there, both the price-earnings ratio in 
the current year and also on the present value basis. 

Q If the earnings multiple that was appropriate in 
1976 was not ID but 25, then your calculation would mainly 
have to be quite different and your result would be quite 
different? 

A Oh, no question. 

MR. ARNING: lio further questions, 

REDIRECT EXAMINATION 
BY MR. LIMAN: 

C Dr. Bellemore, you were asked some questions by 

the Court on vivat makes a target comoany, Is capitalization 
a factor in whether a contpany would be considered a target 

compai.y? 

h You mean v:ho owns the stork? 

U And what its general capitalization is. 

a The amount of stock, the amount of debt, the 
preferred stock, and so forth, yes, all those would be 
factors. 

Q ^‘or example, v/as AT&T considered *. target 
comp a iv? 
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Q Do you know anybody who considered Ceneral Motors 
a target company? 

A No, sir. 

THE COURT: What year? 

THE WITNESS: 1921, when Durant lost control. 

t 

Q Is there a reason why you regarded it not as im- 
portant to arrive at the particular compound growth for 
Piper? 

i 

A You mean why I showed alternatives? 

0 You testified that you did not look back hittoricall/ 

I 

and figure ait what their actual historic compound growth 

i 

i 

rate was. i 

I 

A Well, this is the way to the cemetery in the invest-- 

\ 

ment business, to take the past record and projact it. 

You will see what it is but if you feel you have to value 
.it as of conditions at that particular point and the character¬ 
istics of this company and its position in the industiy were 
the majcr factors I didn't consider important what that 
growth rate was, I recognized what it was. 

r 

Q Did you in the course of. your analysis actually 
compute the P/E ratio of Piper versus the Xw-Jsnes? 

A Yes. , 

i 

Q Did you. consider it*'* 
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A Yes. 

Q And would you explain why you did not use the 
actual P/E rate of Piper in your computation of the value 
of Chris-Craft's block as of September, 1969? 

A We have standards such as the 425 industrials 
and the Dow-Jones industrial which are a composite of what 
earnings have cone, and also in this case I looked at Cessna. 
So all you are buying are earnings and dividends and all 
you are buying on the stock is the growth ancl vjlatility. 

You pay for growth, you pay for volatility. If it If not 
going to grow, you wouldn't buy any stock. So you look at 
the growth rate of the company, say, for the last five years 
and you look at earnings and dividends and you look at 
the volatility. Essentially the price-earnings ratio paid 
in the market at any point of time is a factor of two items, 
the expected growth rate and volatility. IBM, sav, sells 
25 times earnings because it is expected to have a growth 
rate abouc twice the Dow and a lower volatility. A stock 
thac is expected to have about the same grcwth rate as the 
Dow and tne sar.a volatility will sell about the same P/E. 
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Automobile rnd steel scocks sure expected to have a slower 


growth rato of ea:rnir.g3 and more volatility and will sell 
at a lower one. 3o you make che comparison to these stand¬ 
ards. 
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Q Finally, 1 don't think I understood why you said 
that you considered the cost that Chris-Craft and Bangor 
Punta paid for their stock in the effort to secure control 
as relevant in determining what the value of a control 
block was. 


A They paid competitively what they had to do to 
obtain this control, keeping in mind, &a I assume they would, 
that the 50 per cent v/ould also enable them to acquire later 
the 100 per aent. 

MR. LIMAN: No further auo3tions. 


THE COURT: You say they paid competitively? 

You mean to say that you assume that Ciris-Craft would have 
sold out at $7.50 a share? 

THE WITNESS: No. I said $73 represented the 
total cost to Bangor Punta and Chris-Craft of all the stock 
that v;as acquired. They competed for that stock on the has:; 
of what they thought the value of control was and inasmuch 
as this would eventually bring them the hundred per cent, 

I assume that that was a reasonable value. 

THE COURT: Any other questions? 

MR. RYAN: I have no questions, ”our Honor. 

THE COURT: Thank you very much. Dr. Belleinore. 

(Witness excused.) 


THE COURT: Anything else this afternoon, gentle- 
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THE COURT: Redeived. 

(Defendant Exhibit 7\Q for identification 
received in evidence.) 

CLIPFORD L. FITZGERALD, JR., 

called as a witness on behalf of the defendant, 
be^ng first duly sworn, testified as follows: 

THE CLERK: What is your address? 

THE WITNESS: 60 Broad Street, Now York City. 

DIRECT EXAMINATION 

BY MR. RYAN: } 

! 

, Q M x. Fitzgerald, by whom are you employed? 

t 

A Drexel Firestone, Inc. 

Q And in what capacity? 

| 

A I am a senior vice-presidcsnt and head of the 
Corporate Finance Department, chairman of the Corporate 
Commitment Committee and a member of the executive committee i 
of that firm. 

Q fir. Fitzgerald, will you please relate to us your j 

, * 

education, from college? 

A Yes. I attended Dartmouth College in the years 

i 

1940 to 1952. I entered the Air Force as an aviation cadet 
in 1952, becoming ultimately a first lieutenant and jet 

. 

interceptor pilot, and upon leaving the Air Force in 1956 • 

I entered Harvard Business School in 1956, 'graduating 

l 
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Q And would you now relate to us your employment 


background since leaving Harvard Business School? 


Yes- X was a course assistant at Harvard 


Business School for a year, doing research in the Small 


Business investment Company Act of 1958. I joined white. 


Weld in their corporate finance department in 1959, and in 


that capacity in the years between 1959 to 1964, among other 


things I worked on the Beech account as the No. 2 man on the 


account and the No. 2 mar. on the — 


0 When you say the Beech account, what company are 


you referring to? 


A I m talking about Beech Aircraft. And also 


NARCO scientific Industries, a principal supplier of 


Avionic Equipment to general aviation pu-chasers. 


Now, in 1964 I joined Harriman Ripley, a predecessoj 


firm of Droxel, Harriman, Ripley, which became Drexei, 


Firestone on January 30, 1971, and in that capacity as a 
vice-president X worked on financings that included the sum 


total of some $410,000,000 for the Boeing Company in 1966 


as a co-manager, and also two financings involving United 
Aircraft, which occurred in 1966 and '67, totalling about 


$250,000,000, and also worked on financial matters relating 


to United Aircraft of Canada, ltd., the manufacturer of the 


PT-6 turbo-prop engine. 
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Q Mow, '!r. Fitzgerald, in relationship to the duti^ 

I 

you performed concerning Beech Aircraft, would you describe 
what your functions were? 

A Yes. They were primarily merger and acquisition 
efforts undertaken on their part, none of which were con¬ 
summated. It involved a thorough analysis of Beech as a 
company, together with other prospective companies that they 
might acquire. This was principally in connection with 
the light observation helicopter competition that war, 
sponsored by the Army and in which Eeech irtended to 
compete. 

V’e also examined with the company as 1 prelua 
to any possible financing their plans for the King Air, 
to the forma?, approval of that progran. 

Q Now, would you go on, »1r. Fitzgerald? 

A I think that describes the activities with respect 
to Beech. 


Q Ye.r. Did there come a time when you left White, 


Weld's 


A Yes; I did. I think I have covered that. To give 
you the chronology, it was in 1964 when I joined Harriman 
Ripley. We became Drexel, Harriman, Ripley — 

?*R. LiriAM: Objection. I think this i 3 repeti¬ 
tive. it is on the record. 
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THE WITNESS: All right. 

Q What were your positions in the Drexel firm from 
the time you started ur.til the present day? 

A I became a vice-president of Harriman Ripley 
in 1965, a vice-president and director of Drexel, Harriman, 
Ripley in 1966 and a senior vice-president and member of 
the executive committee, chairman of the Corporate Commitment 
Committee of Drexel, Harriman, Ripley in 1970. 

Q Andv.hat typet of work have you performed at your 

firm? 

A Work entailing public-managed underwritings, 
private placements, merger and acquisition work, evaluation 
of estate estate valuations and valuations of investments 
for the firm’s account and evaluations of participations 
in managed underwritings. 

Q And when you say ’valuations," you mean valuations 
of companies? 

A Yes. 

Q That is what you meant by that term? 

A That's correct. 

Q 7ind could you describe briefly what your present 
position is as chairman of the Corporate Commitment Com¬ 
mittee? 

A The Corporate Commitment Committee approves all 
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the participations as a major underwriter, entered into by 
the f-rm. It meets in that capacity weekly. In addition, 
it approves all of the commitments as a managing under- 
writer for any use of the firm's name with respect to merger 
and acquisition work, private placements or otherwise, 
including special studies. 

In the latter capacity, the Commitment Committee 
requires the concurrence of the president of the firm. 

Q And during the course of this work, dc you value 


companies? 


Yes; I do. 


Q Do ycu or does your firm have any relationship 

now or in the past with the Bangor Punta Corporation? 

A Not other than as a participant in any syndicates. 

0 And when y°“ say "syndicates," yon mean underwriting 
syndicates? 

A Yo.s. 

0 What about Piper Aircraft Corporation? 

A Only in the Scuno capacity. 

b Aid dc you have any relationships with First. Boston 

■ 


22 1 

?! Corporation: 


At a competitor and as a participant i i their 


syndicates. 


‘' T . RYAN; Do you have any questions au to Mr 

x-urneaM cmr Fxuvm £?.:■ 
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Fitzgerald's qualifications? I believe he has been quali¬ 
fied. 


MR. LIMAN: No objection. 

MR. RYAN: Mr. Fitzgerald is not going to testify 
concerning the Bangor and /aroostook Railroad. There is 
a second gentleman. So I think as far as Mr. Kushner is 
concerned, it is not necessary for him to express himself. 

Q Now, Mr. Fitzgerald, in your opinion what would 
have been the market price of shares of common 3 tock of 
Piper Aircraft Corporation on May 7, 1969, in the absence 
of efforts by anyone to obtain a majority of the outstanding 
shares of common stock of Piper Aircraft Corporation? 

A Ue believe the price would be approximately $55 


per snare. 


Q Could you tell us how you arrived at that price? 

A Yes_ We examined che trading in Piper common 


stock ir. a period prior to purchases with a view to obtaining 
control, and we compared the prices of Piper during that 
period to that of the Standard & Poor's 425-Industriel 
Index, as v:cll as the Cessna prices. 

In the case of the Standard fc Poor's and Cessna 
and Piper, we were comparing the price-earnings ratios for 
each relative to the other during the period that we thought 
was representative. That was a 13-week period. We again 
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compared the ratios that represented the average of Piper's 
price-earnings ratio to the Standard & Poor's price- 
earn i n 9 s ratio and the average of Piper's price—earnings 
ratio to the Cessna price-earnings ratio to see whether 
disproportionate weighting should be given to one or the 
other, concluding that they should be weighted evenly, 
because the scatter of the data about the average was verv 
small in each case and approximately equal. 

The price-earnings ratio derived -as 23.3662, ’ 
and that was applied to the latest 12-months' earnings then 
reported for Piper of $2.35, producing a value, derived 
value of $55.14, which we have rounded to approximately 
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Q Mr. Fitagerald, in your opinion, what was 

the value cf shares of common stock of Piper Aircraft 
Corporation on or about September 5, 1969? 

A Approximately $42.10. 

Q In your opinion, what was the value of the 
shares cf common stock of Piper Corporation on or about 
March 9, 1971? 

A Approximately $51.92. 

Q Could you relate to us how you arrived at 
those conclusions? 

A Yes. 

Q If you are going to refer to the charts 

during the course of your testimony, it would help 
if you identify them before you refer to them? 

A All right. 

Appendix B, which is the third page in our 
book of exhibits, sets forth the computations which 
ve;:e mada in the process of deriving these values. 

The first input involved a projection prepared 
by the Piper Aircraft Corporation reviewed by us o* $6 
asr share for the fiscal year ended September 3C, 1973. 
w ® then examined the relationship of Piper’s price-earnings 
ratio relative to that of the Standard e. Poors 425 
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industrial stock index during a period which we thought 
represented a normal period, that is, free from the upward i 
distortions of price-earningr. ratios that characteristically 
occur in the case of cyclical companies when they are 
confronted by a downturn in earnings. That period was 1963 
through 1966 and involved four years. 

Exhibit 3 is a graphic presentation of the 
relationship between Piper's price. Piper's earnings, and ! 
Piper's price-earnings ratio, in each cane relative to 
the 425 index, and we have indicated or highlighted 

i 

the period that has been used by us in establishing 

i 

what we regard as a normal relationship between Piper's 
price-earnings ratio and that of the 425. 

That relationship during that period averaged 
74.2 per cent of the ratios prevailing at the sauie time 


rcr one 425 Standard & Poors index. 

We then examined the price-earnings ::atio 
for tie ttendard & Poors 425 index, and I am now referring 
tc Ex libit k, which sets forth graphically the price- 
earnings ratio of that index for the years 1960 through 
1968, which we have extended in the tablr below :he 
graph through the first half of 1970. 

hn examination of that graph indicated to uo 
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that there is no clear secular trend or departure of 
the SfcP price ratio from the average, which we calculated 
to be 17.87. 


We then multiplied the average Standard & 
Poors price-earnings ratio of 17.37 by the average 
relationship of Piper's price-earnings ratio to the 
Standard £ Poors refcio, deriving a normal ratio for 
Pipe:: stock of 13.7.6 aimes earnings, which applied to the 
forecasted earni x ox $0 >er share produced a price in 
1973 of $79.56, appr:-w.i»r.cstJly, vhich price we would 
expect to be the centre1 tendency or midpoint of prices 
in that time period. 

We took one further stip — 

THE COURT: Just a minute. I Vant to go 


the last several words. 


{Record read.) 

A We then took a further step: We applied 

a cl large representing estimated expenses in connection 
with the sale of the stock in November 1973 cf ii per cent 
together with additional expenses of approximately 
$130,000, which produced an amount that could be realized 
in chac cime period of $75.37. 


MR. LIMAN: 


Could you give ae that figure 
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TIIE WITNESS: $75.37, approximately. 

A (Continuing) We then considered, based 

on our examination of Piper and the proximity which 
a director has to the affairs of the company, its 
current earnings aid future prospects, that a rate of 
return of 15 per cent pre-capital gains tax would be 
reasonable as an expectation for the holding of the 


security. 


Accordingly, we discounted at that rate from 


November 1973 and from a price of $75.13 back to two 
dates, namely, March 9, 1971 and September 5, 1969, deriving 
the two values I enumerated. 

Q Which two values? 


A March 9, 1971, $51.92, September 5, 1969, 


$42.10. 


Could you briefly go through each of the 


exhibits incorporated in your book which relate to these 
conclusions and just highlight the portions of the exhibits 
which you believe relate to your opinion or would uake 
your opinion more understandable? 


Exhibit 1 is responsive to the question of 
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where Piper would have traded on May 17, 1969. We 
have highlighted the 13-week period that we felt was 
a reasonable standard, and we have not included Beech in 
this examination owing to the fact that its earnings 
and stock prices were declining precipitously during this 
time period. Cessna, however, was reporting level 
earnings, as was Piper and because of its comparability 
with Piper, we included it. 

THE COURT: What does Exhibit 1 then show? 

THE WITNESS: It shows a relationship 

highlighted and within the box in the lower righthand 
corner of the exhibit c£l Piper's price-earnings ratio 
relative to that of the SfiP i«d«x and also Piper's 

| 

price-earnings ratio relative to that of Cessna, and 
those two values were then averaged. 

That figure was used in our Appendix B. 

'l 

j 

A (Continuing) Exhibit 2 represents a 

I 

forecast prepared by the Piper Aircraft Corporation 
marketing research department and the Piper Aircraft 
Corporation finance: and administration department, and 
it is a projection for the years 1971, 1972 and 1973. 

We have addod to that projection the results for operations 
for the years ended 1970, for comparative purposes, and 
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further, a ratio analysin for all of the years presented, 
The projection doe3nt include in any way 
the prospective results from a project the company has 
embarked upon in 1970 which we call the enforcer 
project. Xt'is based, as you will see, on the lowest 
forecast ot aircraft units that has come to our 


attention. 


The ratios in IS73 are consistent with those of 
196C, vhich was a year cf. approximately the same departure 
from a cyclical low point, the low point then bein • 1961. 

The product mix in 1973, as we will comment 
upon,, is forecasted to be substantially greated in 
medium-heavy pressureized turboprop aricraft as compared 
wich any prior priori, and tne models that are included 
in the forecast period have largely put their development 
period and expense behind them. 

The balance of exhibits primarily relate to 
tae b.iQ?-.up cf toesc projections. 

I night add that whiJe we had no direct 
a anti in Che preparing cf these projections, we have 
exan :.aed tne work sneofcs. the underlying asermotions, 
wo have tested them on the bania of ratios of inventory 

to surer., K.zpj tnl to sales in order to gauge tie rea tonablt- 
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:i nost, of the projections, and in the course of doing 

t 

« ( that we had no roaj.ua to believe that they were not 


reasonable. 


Exhibit 4. 


Exhibit 1 ue have already examined, as well as 


I would like to comment on Exhibit 3, however, 
with respect tothe high lighted areas that indicate the 
3harp downward earnings experienced in 1961, together 
with the very sharp recovery in the years 1162 and '63, 
which is characteristic of a cyclical company. 

1 would, alee like to highlight :ha behavior 
of Piper's price-earninca ratio in that 3 are*i time period, 
nothing that that ratio reached a high point of 75.6 
in 1961, r c nay also bo notic ed that the price-earnings | 

ratio of Piper was higher than normal during another period j 

of declining earnings, namely, 1967, ’68. 

In contrast to — : 

7!!E COURT: What is the difference you attach j 

to those f u:ts? j 

j 

THE WITNESS: I believe that the projections 

of earnings for a cyclical company from a low point is 
a different exercise than it 'ould be for a company that 
i.3 producing earningn within a normal trend, where you are 
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trying to gauge the long-term secular performance of that 


firm. 


I think it is easier to anticipate a very 
sharp rebound for a cyclical company because those patterns 
are repeated so often. The price-earnings ratio of 
75.6 is hardly normal but one would not imagine it would 
be appropriate to use a normal price-earnings ratio against 
a cyclically low level of earnings and I think the chart 
.suggests thattlie market doesn’t do that. 

A Having oxamtiea the earnings profile of Piper 
during a recession. Exhibit 5 presents on a similar basis 
the price-earnings ratio for Cessna, which has been 
highlighted over the years in question, and it can be noted 
that a saucer-3hapeJ profile results. This iu partly 

because Cessna has a significant amount of sales and earnings! 

. I 

in areas other than general aviation and it is also partly, ! 

we believe, from our examinations, based on the fact that 

they have a more rigorous attitutde tov.crds their independent 

distributors and, in turn, towards their deaLers. 

So chat those two entities tend to buffer, 
to a greater extent, any volatile action in market 
demand. At the same time it can be noticed that Cessna's 
recovery is at a slower pace. 
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Exhibit 6 presents, on a dollar basis, 
general aviation plane sales tor the industry and for 
Piper, in the first case from general aviation manufacturers 
association figures,anc in the second case, together — 
together with Boo*, Allen — and in the second case fron 
Piper's annual reports. Here again it can be noted 
that while Piper is closely linked to its industry, it 
shows greater declines in periods of adversity and 
sharper recoveries r vtt r.eq uontly Lhan the industry as a 
whole experiences. 

THE COURT: How is that illustrated by 

Exhibit 5? 

THE WITNESS : Tlie highlighted areas, your 

Honor, in the lefthand margin 3how for the industry a 
less rapidly decline than for Piper. 

THE COURT: Is the contrast significant? 

THE WITNESS: We believe it is. We believe 

that Piper is more cyclical. 

THE COURT: What I am saying is that according 

to the chart here the rapidity of the decline does seem 
to have distorted the chart too severely, or am I mistaken 
in reading the chart? 

THE WITNESS: No, I think it is graphically 
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a dramatic departure. 

THE COURT: Could you give me the comparable 

figures or percentages that underlie the depiction in the 
chart? 

the WITNESS: Yes, sir. 

MR. LIMAN: Excuse me, your Honor. There 

are two charts in Exhibit 6 and I don't know whether veu 
are looking at the same one. i think they look a i.ctle 
^iffsrent graphically, your Honor. 

Am I right there are two charts in C? 

MR. RYAN: Right. 

THE COURT: I have three charts. 

MR. LIMAN: I am sorry, three, 

i'l.3 WITNESS: Your Honor, I thought I had 

that backup material behind this, but I am afraid I would 
hare; to rummage to find those figures. 

THE COURT: Which of the three charts has 

the largest 3cale to visualize this? 

THE WITNESS: I think the scale in comparable 

in eaci case. The first chart represents aygi.yata 
industry figures and aggregate ?iper sales, while the 
sacund and third charts set forth on a similar basis 
tiie results for singla-engine aircraft and twin--engine 
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aircraft, respectively. 

THE COURT: It i3 only in the twin-engine 

aircraft that you gat the sharper dip? 

THE WITNESS: That's correct. 

THE COURT: But on an overall basis is it not 

intended by this chart to show that there is basically 
a graphic relationship c f tie industry with Piper? 

THE WITNESS: Yes, with some greater accent 

on cyclical effects in tne case of Piper. 

The part setting forth the twin-engine sales 
i3 in contrast to single engine and we keep in iiind there 
is generally a disproportionate ccncideration to profit 
fron the twin-engine aircraft, which is higher priced. 

TH3 COURT: Which wav dees the distribution 

run' 


THE WITNESS: Higher in the case of twin 

engine than in the case of single engine. 

And the third photograph i3 designed to help 
visualise Piper's performance during the period of 
adversity in tne most important part of its product 
mix •, 

Exhibit 7 is on a unit basis and sets forth 
Piper's share of the industry market. It indicates an 
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increase in share during 1961, whereas the prior exhibits, 
on a dollar basis, would indicate that Piper was running 
into greater difficulty than the other manufacturers. 

There is a distortion, however, in 1961 arising 
from the introduction cf an aircraft, the Colt,that sold, 

I think, over a thousand units. 


There is a declining trend in this Exhibit 7 


and to a considerable extent the introduction and emphasis 
placed by Cessna cn their trainer, the model ldO, can 
account for that decline. 

The model 15C is a low-priced, tvo-pla e trainer, 
and not a heavy contributor to profit. 

The exhibit be.iind that graph is merely backup 

material, 


Exhibit 8 sets forth the market share cf Piper 
based on dollars ar; opposed to units, and io represents 
quite a different picture. It suggests that there is 
no downward secular trend in Piper '3 share and .t suggests 
that the company has a significant share in the iuackats 
in \ hich i«- is active. 
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The next sheet is merely back-up material for 

the graph. 

Exhibit 9 is a further examination of the shares 
enjoyed by Piper models within their respective markets, 
and while these shares have declined in 1970, they compare 
favorably with prior years and are, on an absolute basis, 
significant. 

There ere two other factors that can be noted 
from this exhibit: First, the figures for market shares 

shown in the column headed ’ ! T avajo-31," where, on introductiok. 


that aircraft achieved a 22 per cent share of a significant 
market in its first year, rising to 41 per cent in the 
second year and stabilizing at that le/el. Second, under 
the column headed "Other Twins,” which in fact relates to 
turbo-prop.:, the turbo-prop market is quite significant in 
its size compared with the other markets that you see here 
so that eiii important share in that market vould be very 
important for any company who achieved it. 

Exhibit. 10 eats forth price relationships of 
riper products to that of its competition and helps to 
define the markets that were used for purposes of <Jie prior 
«xhibit. 

Tiper has been increasing its prices somewhat 

more rapidly chan that of the competition, with particular 

emphasis uooi, Beech, who, on page 2, can be seen to have 

3UPWEW! CJSTRIC iXUfiT RPPORTftci 
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reduced the prices in 1971, and in the case of che King Air 
90, to a very significant extant: 14 per cent. 


Having this view of Piper's price relative to 
the competition, it would be helpful, 1 think, to prepare 
price tc performance, which is accomplished on Chart 11 
for single-engine aircraft and light twin 3 , and Chart 12 
for light twins up throvgh the rurbo-props. 

Luocinq at Exhibit 11, which was prepared by 
Eooz, Alien & Hamilton in a report to Piper /aircraft 


Corporation dated Dune, 70 — and these are 19/C figures, 
not 1971 figures it can be seen that an aircraft whose 
point of data appears below these lines of aver ige relation¬ 
ship has a favorable relationship of price to performance, 
meaciureo in terms of tonuriles per hour. .7? iave high¬ 
lighted the Piper products nd feel fiat j.x n majority of 

cas .£ there products, based on 1?70 prices, are well 
S.‘ tucked 

- nVivrion in their markets or. a performance-price basis., 

L’.rh ibit 12, which is from the same 2ooi:, / lien 
report, also has a highlighting fer the Piper oroduots , and 
owing tc; the significance of the reduction in priev c-f ..hi 
~_ech Jv.nc- Air, we have or cat, at that Jew a rough!” to the 

400,000 1: ia,which is its Cvurent pri-e. arc! at t v .a „• oo:.n : 

* 

you can sea thrt it is nube rent rally at:ve the iirr u f av 5 . ag 

relatrcnshic wner :as niich / iewer and tc ti •» ri-. I t the 
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Piper turbo Navajo, based on the prototype performance and 
prospective marketprices, is well below the line. 

Except for the pressurized Navajo, other products 
are on or below the line. 

I should also indicate the turbo Comanche is 
above the line. 

Now, with respect to the pressurized Navajo, 
an analysis — 

THE COURT: Is this,again, measured in ton-miles 


if 

12 

13 

14 
>5 
16 
17 


18 


19 


g 


24 


per hour? 

THE WITNESS: This is ton-miles per hour, sir. 

A (Continuing) In the case of the Piper Navajo, 

I would like to point out that base list prices are used 
here, and in point of fact the equipped price of Piper 
Navajo pressurized is lower than of the Cessna 421 by some 
3e\*en or eight thousand dollars, so that the relationships 
between these two aircraft would b e reversed if it wc.s 
analyzed on an equipped basis. 

Exhibit 13 is an analysis of product introductions 
by the three members, pcominent members of Piper, Cessna 
4®^ Beech and indicates that Cessna has been more active in 
introducing products into new markets than either P: : per or 
Beech, and the further point can be made that when you are 
in a market early you tend to get a larger share and maintain 

SOUTHERN DISTRICT COURT REPORTERS 
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a larger share. 

Exhibit 14 presents the unit sales forecast for 
PAA as of January, 1970, Boos, Allen as of 1970, Piper 
Aircraft as of February, 1971, and Drexel,Firestone, as of 
1971* We have highlighted the Piper forecast, and it can 
be seen that it is lower than the other three by a sub¬ 
stantial amount and did form the basis for the individual 
nodel forecasts used in the company's projections through 
1973. 

The next sheet is merely back-up material for that 

chart. 

Exhibit 15 is a research report prepared by the 
Research Department of Drexel, Firestone, Inc., dated 
February 12, 1971. However, the first draft of this report 
was submitted to the head of the research department on 
August 4, 1970, and owing to a change in the management 
of the department, the analysis wasmt approved ’intil early 
December, 1970. It was placed, as is indicated in italics 
on tiie first page of the report, on the recommended list of 
December, 1970, and published on February 12, 1371. It 
was not, therefore, prepared directly or indirectly in any 
way in connection with these proceedings. 

We have highlighted what we regard to be the 
pertinent sections of this report, which in sunuiary .^tate 

SOUTHERN DISTRICT COURT REPORTERS 
United States Court House 
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that a degree of p^nt-up demand arising from deferred pur¬ 
chases has been characteristic of the general aviation 
industry during periods of past downturn. It predicts a 
rebound in sales for general aviation, partly owitlng to the 
pent-up demand effect, partly owing to an increase in 
student starts to custoiaary levels, partly owing to a return 
in scrappage rates to levels that are normally opposed, 
which is about 3 per cent as opposed to levels that prevail 
during periods of downturn, which is approximately 1 per 
cent, aid it also -inalyzen the behavior of pilot retirement 
rates end how they are correlated to recessions. 

On the basis of this analysis, the research 
department has predicted the highest unit forecast of the 
four we have examined. 

Exhibit 16 is a graphic presentation of the fore¬ 
casts that have been prepar..*.. by Bcos, Allen 6 Hamilton — 

THE COURT: I don't know whether you completed 
the thought in the words that you had just uttered about 
the analysis o? the research department. 

Will you read that? 

(The following was repeated by the reporter.) 

"On the basis of this analysis, the reseaich 
departraenc has predicted the highest unit forecast 
of the four that we have examined." 
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THE COURT: Just explain that in words. 


THE WITNESS: They have predicted a significant 
rebound for recovery in the rate, unit rate of general 
aviation sales in 1972, based on an analysis of the effects 
of a recession upon the deliveries of aircraft. They 
have identified the deferral of purchases, the reduction 
in the scrappage rate, the increase in pilot retirement 
ates and the decrease in student starts. 

THE COURT: Is that prediction consistent with 
charts that we have* examined so far? 

THE WITNESS: It is inconsistent with the Piper 
forecast, in that it is significantly higher. 

MR. RYAN: I think that would be in Exhibit 14, 
your Honor — 

THE COURT: Yes, I know. I just want to have it 
expressed on the record. 

MR. RYAN: Excuse me, your Honor. 


THE COURT: I've got it now. I would like to read i 


it later. 


MR. RYAN: All right, sir. 

f 

k 

THE COURT: Did you finish? 

THE WITNESS: Yes, your Honor. 

Q Go ahead, please. . 

j 

A Exhibit 15 is a graphic presentation of the forecast 


€ 
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by Boos, Allen & Hamilton in June of 1970 and helps to show 
the degree to which market share data, which includes 
turbo-jets, will tend to distrot the market shares held 
by models within their respective markets, and it is clear 
that they are expecting substantial increases through 1975. 

! 

Exhibits 17 cjid 18 represent part of the basis upon • 

which Bcoz,. Allen established their forecasts: in one case i 

I 

i 

for single-engine, a 9.6 per -re-vt comnound annual dollar 

t 

growth and for twin engines a correlation between corporate 1 
expenditures for plant and equipment in dollars, and this 
is included merely to help explain their rationale. 

Exhibit 19 i& an expansion of their forecast for 
pressurized turbo-prop up through the heavy turbo-jet 

\ 

end turbo-fan, indicating, as is highlighted, a favorable 
euvironrr.ent in their view for the pressurized turbo-prop. 

Exhibit 20 sets forth, in units and in dollars, 
the sales of Piper products for the years 1969 through 
1970 and an projected for the years 1971 through 1973, 
tog' fcher with a forecast for <die total market and the 

I 

implied Piper market share by model. 

I 

'nest figures were prepared by the Market research \ 

t 

Department of Piper and were used by the Finance and Adw.ir.is- ! 
tration Department for purposes of preparing the projections 

< 

which we have already examined. ! 
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Exhibit 21 is designed to assist in examining the 
Piper Harketing Department's forecast for the three years 
ended 1973 as compared to actual results for the years 1960 
through 1970 in terms of market share. We have examined 

f 

then exhibit with the officers in Piper who preoared the 
unit and sales forecast by model, ar.d it's our view taat 
the forecasts are not out of line with past results in 
terms of market share, and we have already considered what 
we regard as their ' onservatively forecasting the aggregat e 
in individual market results. 

T.1E COURT: On that point, is there anything that 
you learned to indicate that Piper will not go along with 

f 

the projected trend of unit sales by your research depart- 


Td£ V7ITNESS: Our feeling is that through 1973 , 

a period of recovery, they are mere likely to achieve these ; 
results than — 

THE COURT: The results forecast for the industry j 
in general by the research department? Is that what you are 
saying by "these result;?,"or the ones that they pro ect cn 


^hibit 14? 


ThE WITNESS: More likely than those projects! by 
ov.r research department. This is the emphasis upon g 
cyclical recovery. He is looking at the industry, and 
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owing to the fact that we believe Piper has sharper cyclical 
factors prevailing, we think it will come tack faster them 
.die industry generuLly. 

Q Do you agree with the Piper forecasts or — 

A This would say that I think the Piper forecasts, 

j 

1 think, are conservative. 

THE COURT: But there is no factor that you 
learned of in your investigation which would indicate that 
the research department's forecast, when applied to Piper, 
would be a distortion? 

THE WITNESS: I do not recall any factor that we 
identified that would lead to that conclusion, 

t 

THE COURT: All right. 

Q Continue, please. 

A Yt3. 


Exhibit 22 is just a portion of t:ie build-up 
material on the basis of which the financial projections 
are based. The projections involve an examination cf costs 
and -;>5i trends, direct labor and material, market factors, 
learning curves, an extreme amount of data in arriving at 
the final projection. 

In addition, analyses of the behavior of costs, 
fixed on one hand, variable on the other, and in some cases 
a blend of these two factors. 

i 
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That analysis has led to Exhibit 22, which shows 
the contribution by model by year tor Piper Aircraft 
Corporation. Direct costs include direct labor, direct 
material and some portion of indirect factory overhead. 

In 19/3, the percentage of total contribution 
provided by medium twin,, heavy twins, pressurized twins 
and turbo-props, the category that has been highlighted 
in the exhibit, amounts of 62.6 par cent as projected, 

as compared to 47.9 per cent in 1971 and lower percentages 
in prior years. 

Vhe significance of this is that tha product mix 
of ?ip SI is shifting to higher-priced aircraft, which tend 

to have e higher contribution to profit as a percentage of 
sales. 

“ n fche ca3e of the turbo-prop, it is projected 
to be a 49 percunt rate of contribution versus an overall 
rate of contribution from all models of 37.5 per cert. 1 

Inhibit 23 analyzes the ability of Pioer to finance 
tne development, the inventory, standing inventny, raiatir.g 
to not only present models but those which are expected to j 
come on stream within this tiiae period. 

i 

, The bottom Ijne indicates that at the end of the ‘ 
year Piper's borrowings will peak in 1972 at $6,100,000. • 

Piper's lines are approximately ten to twelve million. 


V'J r. * « 
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I have talked to the principal bank and the principal 
officer in that bank on the account to satisfy myself 
as to the availability of these funds. 

THE COURT: At what rate? 

THE WITNESS: The prime. 

*1R. LI?IAN: Did he 3ay what bank, your Honor? 

I didn't hoar it. 

THE WITNESS: The Pittsburgh National Bank. 

A continuing) In addition. Piper's leeways under 
its note agreement provides for additional borrowing, ' 

senior borrowing of approximately nine million, and there 

i 

is no limitation in that agreement, I do not believe, on 

| 

th* subordinated borrov/ing. 

f 

Piper's ratio of debt to total capital is below 
that of Cessna and well belov’ that of Beech 

| 

exhibit 24 is the view of Boo*. Allan & Hamilton 
with res pect to sales for Piper in 1975 and has been in¬ 
serted here so that we can see that 1973 is not necessarily j 
another perk, that there is a further projection. 

I 

.he total projected sales, including parts, amounts 
to apprrxi.vr.tely 192,000,000 to 250.000,000 in the opinion ! 

J 

of Booz, Alien in 1975. ! 

Exhibit 2t sets forth the organization of Piper 
Aircraft Corporation in 1968, and Exhibit 26 sets forth 
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the organization of the company on a current basis. Obviously 
there have been quite a few changes.quite a lot of delegation 
of responsibility by function. 

We noticed one or two other changes, other than 
organisational changes. There seems to be a high degree 
of agreement on the marketing strategy to be employed by 
the company in the future, whereas in the past there was 
so:ne uncertainty and di visiles on these points. There is a 
revision in the distributor policy under way, designed to 
produce lo«s volatility in Piper's earnings and sales ns 
compared to the past. 

Thera is some revision in product development 
procedures. They have been system!tized to a greater 
extent. There has been a new view taken of military 
business tc the extent that off-the-shelf sales can be 
enhanced as opposed to the ordinary type of defence contract. 

That;* has been soma accent on protecting the companj 
against pet rods of future money stringency by entering into *' 

i 

agreements with AVCO with respect to the pressurized Navajc 
and Ford *otor Credit Company, designed to provide for 
planning aru ./i rehousing plans "or distributors and dealers. 

i 
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A (Continuing) .CWo found the management, end we 

talked to u largo number of people, to be articulate, highly 

organised, with timely data readily available to then. 

And one further point: We found a new interest 

in technological possibilities and principally involving 

fiberglass-aluminum composites ts a possibility for future 

development. 

Exhibit 27 through ll.il.ibit 30 ii; statistical 
itnd f i lancial data ra La ting to 1'ipor and Beech and Cessna 
and La provided primarily for my convenience. 

Now thi3 is the; material that supports the 
projection o). $6 per share in LB73, together with the 
price-earnings ratio of 11.0 which we employed. j 

Tlib COURT: Gentlemen, we v;ill coke a briof 
runts.'!. I 

(Recast) 

»*lh. ARUING: Your Honor, before the examination ■ 

i 

oi the witneu.; resumes, I offer in evidence new Defendants’ 
Exhibits AB-l, AE-2 and AE-3, which were marked yoster- 

j 

day. 

THE COURT: What do they consist of? 

dK. ARKING: Those are the agreed findings 

that First Boston wants to put into the record. 
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iffl. limans There were some changes that 
were made and we v;ill bok at them — 

No, they were done. 

MR. LIMAN: oh, they have been done. 

The understanding on AE-3 t« that it is offered 

not for the truth of what is asserted or at least it is 

not Admitted for that, hut it is being offered without 

Objection by me simply ar. information that was before 

First Boston in rendering its opinion on value in this 

case as act forth in the finding, your Honor, which refers 
to this. 

MR. ARNING: That is agreeable. 

MR. LIMAN: There are some objections on 
relevance which we will note: 47-c, 77-c and 77 -b, for 
the record. 


THE COURT: The SEC has no inte 


rest in this 


offer? 


MR. KUSHNER: No, your Honor, it does not 
THE COURT: Received accordingly. 
(Defendant ‘ 3 Exhibits AE-.l through AE-3 
for identification received in evidence.) 

BY UR. RYAN: 


Q In your opinion, what would be the value of 
Chrie-Craffs approximately 42 per cent interest in 


SOU *1 its*; USTRJO' GjURT REPORTERS 

. ^ifiSD States CcUhTKciSe 

r-S quare. W t... iif. 10 hv jEtjuwu&: GOrk w© 



V 








I 


o 


mj-3 Fitzgerald-direct 3325 A ' i5 ^ 6 

Piper Aircraft Corporation — what would it have been 

if on ita exchange offer to Piper shareholders which 

opened on July 24th and closed on August 4, 1969, Chris- 

Craft had obtained the 300,000 shares of Piper common 

stock sought, thereby giving Chris-Craft a majority of 

the outstanding shares of Piper common stock? 

A In our judgment the value would be the same, 

roughly, ns the values which we have already supplied. 

Any difference would be attributable to a so-called 

control premium, which when analyzed in its separate 

elements in the circumstances that prevailed here would 

not seem to be justified or warranted. 

We have looked at those elements, including the 

element of financial reporting, the ability to direct 

the business and policies of Piper, the ability to merge 

or sell rrcets, declare dividends, sell stock, contra- 

seasonal or cyclical* effects cr any prospsets of an 

enhancement in a PE ratio of the acquirer. 

taking the first, that of financial reporting, 
■i(a asked Price, Waterhouse and Company to prepare an 

iZK.iysis cf the historical results of operations of 
Chris-Craft — 

Q Coes that appear in your volume? 
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A That is in Exhibit 32. 

t 

3 

— the historical results of operations of 


4 

Chris-Craft and as adjusted to reflect its 4.1.4 per 


5 

cent inte rest in Piper accounted on a cost basis and also 


6 

on an equity-method basis. 


7 

Q Could you tell us what you mean by on a cost 


8 

basis and on an equity basis? 


9 

A Yes. 


1C 

The cost basis would entail the reporting by 


I! 

Cb l is—(-Xi- ■; t of only the dividends received, by reason of 


12 

its jnvestment in Piper, from Piper, whereas the equity 


13 

method would deduct dividends and include Chri 3 -Craft’s 


W j 

pro rata interest in the net income reported by Piper, 


15 f 

as opposed to just dividends. 


to 1 

In addition. Price, Waterhouse * r.amined the 


1 ? j 

results of operations for Chris-Craft on < basis where 


» 

18 

i 

1 

it rad acquired the 300,000 shares of Piper sought J.n 


19 

day, June ;u?d July of 1969 by Chris-Craft. permitting 


' ! 

til* consolidation of the results of operations. 

4 


2s 

Th.it analysis appears as Exhibit: 1 in Erchibit 


l.-: 

1 

32 >T:d. r the heading of "Comparative Per-Share Data," 


13 

and it shows that had Chri 3 -Crafft acquired Pipur in 

24 ! 

.Lihn and reported its results off operations together with 

I 

25 

l 

that of Fiper an these three bases, that the most favorable,,) 

i 


i | 
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from a financial reporting basis, for Chria-Craft would 


have been the equity method, which would have permitted, 
in view of our advisers, if thie recent exposure draft 
had been implemented at that tine c 
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Q When are you referring to when you say 
•xposure draft? 

A I am referring to a draft dated December 18, 
1970, distributed by the accounting principals to lawyers, 
investment bankers and other company officials and other 
Interested parties with a view to soliciting comment 
on a proposed change in accounting treatment, where in 
tie equity method would be extended from 50 per cent 
owned per persons, to other situations, principally , tf here 
an investor company has a position in the investee's 

stock o? 20 per cent or more and where significant influence 
can be .emonn brated. 

Oi that last point, significant influence 
can be demons trated by an investor company seeking to 
use the equity method where the percentage nmerchip is 
less t lan 2^ n 2 r cert, where it is greater than 20 per cent 
che investor -crapaay has the burden of proof to prove 
taat. equity method is *iofc appropriate. 

T lW C0UR T: Are you saying in the matter of 

f inaneis3 reporting Chris-Craft would be on a 
proport.tor at parity with Eungor Punta? 

Till: WITNESS: That's correct. Exactly. 

A (Continuing) Exhibit 1 indieJtes that in 
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be better off in terms of its own reporting of its own 
earnings per share on an equity method with ite 42.4 per 
cont interest in Piper. 

As far as the direction of the business is 
concerned, judgments may have been made with respect to the 
potential enhancement of value ba.'ied on Piper's record. 
Today there is a now management at Piper and such a 
conclusion could not be, I don't believe, legitimately 
drawn, owing to the fact that this management doesn't 


have an extensive track record to criticise. 

The question of merging or selling e.csets 
was one to A'hich we attached no value. Zn a cumulative, 
voting situation with extensive director representation 
and taking into account that the essence of business is 
tho acceptance of risk in return cor disproportionate 
reword, it is our view that in any situation that would 

* 

be litigious or hostile it would be very difficult :o 
exorcise ccntrol and to make reasonable business gambles, 
as woulq be the case when you were not being constantly 

i 

! second gueesed. 


We would not consider, then, that absolute 


control exists in this case and tne ability t merge 
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involves, in most instances, barring the exception 
fran listing on the New York Stock Exchange, its concept 
of appraisal rights, and we would imagine that on any 
appraisal our findings would not be inconsistent with the 
final result, and this would mean a very substantial 
further investment for Bangor and, as a practical matter, 

the fair value, we think, would be involved in every 
instance. 

THE COURT! Particularizing, what you 
would estimate on the basis of your analysis the fair ! 

value if a share of stock were to be appraised in a ! 

I 

merger proceeding at September 1969? 

J 

THE WITNESS: We think it would be equal to 

the value that we have supplied. j 

THE COURT: Would you put the dollar number on j 

the record, please? 


is $42.10 


THE WITNESS! yes, sir. I think that figure 
n terms of Che ability to declare dividends. 


we would imagine that any director of Piper would be 
responsive to Piper's requirements as opposec to any 
other separate interests, and looking at the projections, 
it would seem likely that dividends couid be declared in 
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1973 and that the directors acting in unison in Piper's 

J 

interests would arrive at roughly the sane conclusion 
with respect tothe declaration of dividends. 

As far as seasonality and cyclicality are 
concerned, we understand that Chris-Craft has witnessed 
a reduction in its sales of boats in a manner similar to 
Piper's decline in sales of aircraft, which suggests 
that they are oo-cylcical and not counter-cyclical, and 
Chris-Craft states in their prospectus that Rales of 
boat3 occur in the spring and early summer, which is 
also, to a lesser degree, similar to the set of facts 
in the case of Piper'3 sale of products. 

So we would not supply a value for counter- 
seasonal or counter-cyclical factors. As you know, with 
respuct to enhancement of PE ratios, we have gone 
bach and eramined Piper's price-earnings ratio and find 
that it generally has had a relationship of 74.2 per 
cent of the SAP industrials, which hardly is a ;et of 
facts that would suggest you arc going to enhance your 
multiple by acquiring this particular company. 

I 

| 

l 

I 

! 
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The most important factor that we took into 
account, however, is this question of financial reporting, 

where we see advantages to Chris-Craft in not having 
control. 


MR. RYAN: 


X have no further questions, your 


Honor. 


CROSS EXAMINATION 
BY MR. LI,IAN: 

Q Mr. Fitzgerald; taking your last, point first, 
whore you say the most important factor is the financial 
reporting, you are aware that this accounting lu Jeer 
aas not been adopted, are you not? 

A I am aware of it. 

Q And is it a fact that as of today Chris-Craft 
cannot report on an equity basis? 

A That '3 correct. 

Q And is it a fact that if this accounting bulletin 
is not adopted, or, if adopted, it i.a not evariable tc 
Chris-Craft, that Chris-Craft will be able to report only 
such dividends as are declared by Piper? 

A That is correct. 

Q Now taking the year 19^3, for example, if chris- 
Craft had over 50 per cent of the stock of Piper, it would 

^U'. HESN DiSTmCT CKUST REPORTER^, 

ttwe* ^yates ~:yrrr 
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undsr the present accounting rules be able to report six 
dollare per 3 tare on your projection for each share of 
Piper that it owned, tua I correct? 

A That's correct. 

Q And as the accounting rules new exist, it would 
not be able to report that six dollars a share, am I 
correct? 

A Yea, you are. 

Q In fact, if Piper did not declare a dividend it 
would oe in a position where it would report aero, is 
that right? 

A That's correct. 

Q And Bangor Punta, with over 50 per cant, would 
report sit: dollars a share, is that correct? 

A That's correct. 

Q And, in fact, when did you say chat thin change 
in accounting rules was proposed? 

A It was proponed on December 18, 1970. 

0 1970, not. 1969, am I correct? 

A That s ccrroct. 

Q After the August date of your valuation? 

A Yes. 

Q Now are you aware that there is considerable 
controversy ever this* 
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Q Over the proposed amendment? 

A There is not any significant controversy over 
the proposed amendment. That is incorrect. 

Q Weil, where have you obtained that information? 
A I can read the press release of the APB with 
respect to the amerdiaont. 

Q Do you have it here? 

A Yes,sir. 

0 Would you produce it? 

A Would you like me to produce it first? 

Q Yes. Let ms look at it and maybe wa can jutr 


put it in. 


A A.;.„ right- I think the most inteiestinc lire 
is right — 

Q You havo underlined it, so why don't we -- 
Can we fcrke it out of your book? 

A Certainly. 

;i?.. LXI4A&:• >3ark it, please. 

Q You were going to say the significant line is 
the one tb.a - you put in yellow, it _.s — 

COURT: Just mark the pape:: first. 


vIR . LJI4AN 


Yes. 
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Fitzgarald-cross oooo m 
(Defendant Ohris-Craft Exhibit 128 marked 

for identification.) 

A "However" — and I am quoting — "modifications 
were relatively minor, in view of the substantial 


support they received from the business and 
financial community, >x. Savoie said." 

HR. LIMAK: I will offer this document in 


» 


evidence. 

I 

(Defendant Chrin-Craft Fxhibit 128 for 

f 

iduiiifi. cation received in evidence.) 

Q In view of this substantial support, has this 
been adopted yet? 

A The vote is scheduled for approximately ten days 
from today, and the indications ve have received from a 

i 

member of the Accounting Principles Board .\s that it will 

| 

be passed essentially in the form in which it was pro- 

< 

] 

posed. 

q Does it have to be discussed with the SEC, 

i 

too? 

A The SEC has submitted their comment. I have 
a copy of it with me. They support — 

THE COURT: You say they support* 

THE WITNESS: That's the way that I read it, 

your Honor. 
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THE COURT: T/hat ia the language than they use 

in supporting it? 

THE WITNESS They have only this co-ament in 


their let .er. This is a letter dated March 4, 19V1, 

from the Securities and Exchange Commission to Mr, Riciard 

Little, Administrative Director of Accounting Pjrinciples 
Board. 

It is signed "Andrew Barr,' chief accountant." 

Q Do you want to read what you consider to be 
pertinent, please? 

A Yes. 

.ihoy note that of the four questions which we 
previously raised, those relating to the investment 
method into the acquisition of a 50 per ce.nt-owr.ed com¬ 
pany are r.o longer relevant and do not arise i.i other 
proposed opinions now being considered. 


Tua two remaining issues to whic i the Commission 
has again addressed itself are tne importance of the control 
element and an appropriate form in the voting ..nterectt 
in an investee for the equity method of accounting by an 


investor. 


Now I have yellow-highlighted: 

"Tne Commission suggested a level of 25 osr 
cent, which is rooted in the Investment. Company Act 
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of 1340, where control is presumed at thaw 
level." 

That is ona cf their points. 

THE COURT: 1 hat would not apply here because we 
nave 42 per cent? 

THE WITNESS: That‘s correct, six. 

A (Continuing) And then I have another high¬ 
light: 

'Tlia Commission i.n net persuaded at this time 
that equity accounting should be exteucied to lass 
than 50 par cent-erneu investments without evidence 
of control or a significant degree cf influence by 
the investor over the investee." 

Q Mo.’ do you knew, Mr. Ritzjorald, of a rincle 
aiecusaior. in the acoourting bulletins or air.ui:et to the 
efiies*. test where one compauy hau over 50 car cent., that 
a co npany with 42 per cent would qualify to take advantage 
of tviis? 

A I do know of such a discussion. 

Q Please describe it. 

A We had that very discussion with our accountants 
ii).c v/o explained, to -.hem the circumstances of this case, 
and, as ycu can see, from the preparation of data, they 

have been imr/ersed in the documents, and we lave co’eied 

OtfTH&N UaTFliT C3URT REPORTERS 
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wita the ® the minutes thatware .available to u,j dealing 
wit.» Piper Aircraft and the interchange between Chris- 
Craft and Bangor Punta and the percentage owned by 
Chris-Craft, and in their judgment the equity raethed would 
apply in these circumstances. 

Q You say that in the judgment of your account¬ 
ants who £ira your accountants? 

A Price-Wat erhense. 

Q Do they express that opinion in writing.that it 
would apply? 


They gave me authority to quote them on this 


point. 


C 


Have you discussed 


that with the Ch::is-Craft 


accountants? 


A No, sir. 

C Have you checked the minutes of the meetings 
of the Announcing Association to see whether tocu inter 
pretatior. accords with the discussions that, led tc th-.n 
propo s ed. < ir i f 1 ? 

A You are talking now about the minutes of the 

Accounting 

Q Tna Hoard. 

A The Board.. 

Q The Board. 


k 


■f t 
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•. j 

c l 

l 

A ilr. George Watt of Price, Waterhouse, who has 


3 i 

allied this view, is a member of the Board, and I presume 


4 

that he was fully aware of all the minutes. 


5 

Q Do you know whether he checked this situation 


6 

withthe Board? 


7 

A Nc. 


8 

Q Do you brow low they selected the percentages 


9 

in the proposed draft? 


IQ 

A I know only that this has been a subject of 


n 

discussion among accountants, going back a number of yewrs. 


i? 

and some of cha firms lavs taken the rigid view that in 


13 

ail cates where 2(J per cent .'.a held, the equity method 


14 

should be used without, regard to control or other as¬ 


15 

pects. 


16 




Q And do you know whether or not when that view has 


17 

been expressed it has been on tha assumption that if you 


1 If) 

have 20 per cent ycu have working control of a company? 


: w 

A in cue Arthur Anderson view, the control A 3 


2 T 

ir^<3li«r,»c. i . 


:*i 

Q Wcik it irrelevant in tae view of the flEC that 



you just read? 

i 

1 

* 

A Yeu, and in terms of — 


21 

Q What do you mean, “yes"? 


25 

A Yea, sir. 
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TH2 COURT: Let him finish his answer each 

time. 

Q I am sorry. 

A I was going on to say not only in terms cf the 
SEC but a. 1 .sc in terms of the exposure draft dated 
December 13th. 

Q That control is irrelevant? 

A ?vo, is relevant. 

Q That is what I thought you mean;. 

So that from the SEC's point of view, control is 

relevant? 

A Yes . 

Q And are you suggesting that Chris-Craft ha 3 
working control of Piper with 42 per cant* 1 

« 

A HeyHaving — 

M: y I an iwer that in term; of my owr limi ts ir 
gauging the percentage and the control agc..i;» 3 t what the 
Bcrrd intanc 1 .*;’ 1 ’ 

i 

0 Well, you are not an accountant; am I correct? 

f 

..h That's my point. 

i 

TLE COURT: What is the question that At. Liman | 

put? 

iiR. LIMAN: He asksd me a question in response . 

T.H3 COURT; XTiich question is being answered? 

samism msmrj oyjsn rsfjktex: 

’JNKst States Court Haae 
hj * f * y.. >tr. wo& t&jephmcx <xm\ t 
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Q \ie±l , I take it that you could not answer the 
question as it wac poued to you. 

^ Well, I can,- but 7. tnought not being an account¬ 
ant I can t an.-swer it completely because I don't have 
the requisite background. 


COU..-.1 : Answer j. 1 to the degree you can a: id 

c)V/i the qualification of year Jtatenant. 

TIi .3 WITNESS- Would 1 nave the question j r:ad 

oloasei 

(Question rticti.) 

A No, air. 

>, j. bis chart >ivit I-T^ce, i.’ateriiouci prepareo,, 

which is :.a Exhibit 37, ?vk which shows inve 3 tnr.er t at 
equity, : a all based, rn ai assumpoion which did not 
oxist £zi' the years shciTi there, *65 t.hrou:h ' 7 C, am i 
correct? 

A '.chat's correct. 

Q Now you testified thatinEacxibit 15 L\ yciv 
book is a recommendation of ycur firm on Cessna, am I 

correct V 

A Yea. 

0 Is P.\per on your recommenced list? 

A Piper has toe thin a share, floating supply to 

rfsrrrr.* ry.frr xr-a.v&' 

t • Si‘f , . - -- v. fB 

K i it . \.it lit, ♦ * j.,, ev/. fti &*<&&: or***. ’ r>; 4f** 



pj -II 

•>3 of institutional 


Fitigerald-crono 3342 4 

interest at the present tine. 


Q 


list? 


is the answer that. 


• t is not on iour recc.uue.id?d 


A That s correct. 

C Do you know what Piper is sailinr at? 

A Approximately 2J oa the Phiiadeiphia-aaitiaore 
Stocx IuCCi'f'.ncj / i • 


W 30 tiut - cu the value today at oc.tt - Jar 

double at vfcat its srarfcet price is? 

A Yes, 

Q 3n the Philadelphia 6 Baltimore Kcchanja? 

A That. *e correct. 

Q Ar<? you were mere when Dr. Bell (.more testified 
aji! I correct? 


A Yes, sir. 

C ?s.i you world egres with hi,, that ths trading 

°“ ? ' lE,Br ‘ view at «“ t.,J.h trioat, i„ a-t rear,-mmiativu 
of its valat , is that, corracfc? 

A ‘i t a t' s -.:or £ ec:. 

0 t".* let'a urn to your report, i.p: end:, x ;,. 

you do — what you aid. 

Mew corrac-t. me if I raisunder j fcotd you. 
he, I wtfarrwmd that for • determining value 
28 o1 lJiy 7tb ycm determined a PE rathe and applied 


f-_ • h? • JJJSTP; ' ' ms i sv •; i 
i h• hV C 1 ".? ’h 
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that fcc Piper ? u, sarnirgi, as of its last fiscal year? 

A just indicates that v/e wore testifying as 

to market price only and riot value, and the rest of your 
assertion ic correct* 

Q With that amendment? 

A Yes, cir. 

Q Ai c Vv'her. you sard yo vnre testifying to mar ket 

price, you don't -sear, the prim that it was colling a at. 
the Now Ycrk Stock Exchange cn that date? 

A -7a were incA ; vfcing ri-ore we thought the stock 
would trade on the New York Stock Exchange on that date, 

in the absence of puxchases with a view tc obtaining 
ccncroi* 

Q ^ind in your view that does not represent value 
rn the way in which you were determining value — 

A Yes, sir. 

Q — for the September — 

A 'es, air that’s correct. 

Q dell ., what is the difference between what 
market price is and veluein your judgment? 

In any event, your opinion of what the market 
price shouid be and your opinion of ,*hat value is. 
r JhE COURT: . £ead the question. 

{Question read.) 
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HR. 


THE 


Fitzgerald-cross 
LIMAN: Let me strike that. 

WITNESS: There are two questions. 


BY MR. LIilAN; 


Q You determined an opinion of market price as of 
May 7th, aud you determined an opinion of value as of 
September, 1969? 

A That's correct. 

Q Now what is the difference between an opinion 
of market price and an opinion of value? 

A Market price is a point of disagreement between 
a purchaser who believes that market price is lower than 
value and a seller who believes that market price is equal 
to or higuer man value. 

It is not more than a seeking for value, and it 
often is high or low as contrasted with value. 

Q Well, in determining a price for May 7th, did 
you make an effort to determine what a reasonable buyer 
not under a compulsion to buy would pay a reasonable seller 
not under a compulsion to sell? 

A Yes. If you use the word "reasonable" to 
mean a person who had access only to the published data 
available at that time. 

Q And in determining price as of September, 1969, 
did you make an effort to determine what a reasonable 
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buyer not under a compulsion to buy and a reasonable 
seller not under a compulsion to sell would arrive at in 
a transaction? 

A Yes, with the further proviso that in each 

case the buyer and seller would have access to all of 
the facts which ware made available tc us in arriving at 
our va-i.ue 

Q do I understand that you determined a PE ratio 
both for -lay and for your subsequent valuation? 

A Yes, sir. 

0 And do I understand that your PE ratio for 
Piper :Cor Hay was iJjaoct SO per cent or 4C per cen'-. more 
than the Standard * Poor's 425 industrials and even a 
greater psrdentage than tlie Cessna PE ratio? 

A Yes. 

0 So that as of May you assigned a substantially 

higher P.'v ratio to Piper than was the PE ratio than the 
■ 425 industrials and the Cessna ratio? 

A Yes. 

In lino with the relationships of those ratios 
as they e icisted in the 13-week period prior to December 25, 
1968 * 

Q Now is there something written in the code that 

governs financial analysts, that says that you have to 

rcsi w omi*t reposte« i 

iJk'Tfcf. Staves Ga«v HouS£ 
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choose a 13-week period? 

A wo. 

Q Wow I gather that in determining what the value 

should be as of September, 1969, and March o£ 1970, you 

came to the conclusion that Piper should sell at 72.4 » 

per cent of the Standard 6 Poor's 425 PE ratio, is that * 

> 

right? ( 

I 

A 74.2 per cent, that's correct. 

I 

Q Now in my copy — would you look at — 

A la there a typo? 

Q On page 2 of the appendix, under C, you show * 

I 

.742, and then you say 72.4 per cant. 

There is obviously a transposition on \ena. 

Which is it? 

A 74.2 is the correct one, I believe. 

Q 74.2. 

And 30 that was your conclusion as to what tne 
ratio of Piper's PE should be to the Standard & Poor 
425? 

A Yes. 

Q uo you know what the Standard 6 Poor PE ratio 
was in Sept-Dauber of 1969? 

A 'Si don't believe I do — I am sorry, I do. 

What time period would you like? 

eisr .srjfir a&viKrsR? 

i : •• f> Stays.: ■ *«• *kt 
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September, 15)69. 


1557 


ho, I am mittaken. I thought that I hid it. 


Q I had it at 15.9S and I v/ill snow you tho 
document which it came frou.. 

A Yes. 

Q Does tiVit t ucui reasonable to you? 

A It doe :; -m rev unable. 

0 And if you applied tho 71.2 percentage to the 

actual ?£ ratio ol ->z ‘x.d<uu i Poor's in Sepienlv-rr, you 
kovLsx* come to rough.*./ u f-„r. • o-one pe ratio? 

A Hay I ini. *;:• j act; ho?.*? 

I thin>c th» ..ilgii-x jjr .ee earning* ratio that 
preve.k.'.e 1 in the ji r riot, hr.u.t we a >?5 tal.k5.ng about 

is partly as a result ol the £ar?c that Piper's earnings 
tkfre dowi, end it» v.rj ustif.ry zf. the trading in the 3 tock, 
you can see ropetitioti3iy how the price-earnings ratio 
got up ohen the earning a go clown. 

Q I sjii sorry . I .iun’t communicate Ttyself to 


Addressing yourshlt to September, 1969, the 1»3 
ratio of Standard & Poor's 125 was roughly one sixth to 


Yet. 
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0 I asked you what results you would get if you 
took your 74.2 per cent of that. 

Roughly 10? 

A Yes, sir. 

Q Now you in valuing the stock as of September, 
1969, used a Standard a Poor's ratio as your base for 
several years before, is that rignt? 

A That's correct. 

Q And you chose not to use the Standard t Poor's 
ratio for September of 1969? 

A If we had used it wa would have included the 
periods in Piper's history whan its price-earning*: ratio 
*** sealing was as high as 75.6 times in any sucb 
effort. 


We would have looked, in other words, at the 
ratios that would prevail at a time when Piperb eerninga 
wore down, which they were. They were down from 1966. 


And the ..rice-earnings ratio for Piper stock w t .s high 
throughout the ensuing period. 

0 Well, are you saying that in deterroininc; a 


value i. a of September, 1969 


A 


is anre appropriate to 
use the Standard & Poor's Industrial Inde:: for th'? years 
from '63 through'66 and for September, 1969? 

A You mean relationship of Piper's ratio 
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to — 

Q * Yea. 

A I think ic would bo more appropriate to use 
the relationship that existed in the years *67, *68 
and '69 for that r if you are talking about market price. 

Q Right. You would use that rather than take 
the Standard u Poor 1 » &c of September, 1969? 

A I wono i/ ~*e; are talking about the s.une 
thing. 

Could you repeat — 

Q Lot mo r.fcart: Yor said that ?iper a.iould sell 

it roughly three quarr.ua of the standard k Poor's P5. j 

A Not ell the time. Not during periods of a 
decline in Piper's enrnngs j 

Q Well — - , 

A But in s. period of recover 2 d earnings, yes. 

Q Well — 

A which in vhat — 

Q Actually what year should it nave sold at the j 
three quartern ratio? 

A In the years from 1963 to 1966, which were 

year:, of recovery, sharp recovery, in 'Viper’s earnings. 

Q hud for the subsequent years — 

A KC. 

I 
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Q It should not? 

A Tha - ' s correct. 

Q And your whole basis for constructing this PE 
ratio is based on an assumption — 

A A recovery cycle. 

Q Not only of a recovery cycle but the yaars that 
should be used £cr determining the appropriate: comparisons 
should be '63 through '66? 

A That's correct. 

Q And that '66 through '69 should be dis¬ 
regarded or '67 through '» *69 should be disregarded? 

A Yes f owing to the fact that the price-earnings 
ratio was high in that time period. 

Q Now is it also fair to say that when we talk 
about a Standard * Poor's price-earnings ratio, that 
means the relationship between uhe price of U?.o stock 
tc t aa last reported yearly earnings? 

Am Z correct? 

\ Quarterly earnings. 

Q Four quarterly earnings? 

A Yes. 

Q And ani I correct that what you c id in^re was: 

Having determined what the ratio should oe, you 
applied the ratio tot. to Piper's 1963 earnings but to 


Fcv; 


•■wiil i:-R {-3i5"T i? ■ ODiJST REPO V.£H 
i r iiT ; vv:■ ,YATas Soy at Mouse 
■ v& y rm j=PraNE: ::itj ^ 



1560-A 


6 

7 

8 11 

t 

9 I 

JO ; 


n J 

<• 

12 s 

it 

13 
’4 

15 

5< i 

17 H 

f : 

;; 

?g S' 

p. 

8 

»o !; 

t- 

* 

+ 

a> [ 


21 L 

I 

H 

*i 

21 S{ 

t; 

» s 

23 ? 


i>j” 2 0 Fitzgerald-cross 

estimated earnings in 1973? 

A That*3 correct. 
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depend, on thi yOUr valu ^io„ 

on tale projection f or l 3737 

* That's correct. 

Q And your valuation i s * 0 

| is? ~ 9 ° OQ dS that Projection 

A -Ihat '3 correct. 

Q -w if Piper were no earn in i97 , t , 

tben yoe, arc goiuCi „ Q . ten Uollar ‘> 

yuA.UG r 0 jj Q Ur j 

it vere to ns tile Valu< - nnd if 

re to earn ore dollar 

that? ’ y ° U have stated 

A Yes. 

° WhC PrHpf ^ d toin projection? 

tiembern of the Piper Aircraft corporation 

marketing department preoared th 

prepared the unit forocaet e 
total market and , nt tor 

c » ana bv 'nod'-il 4 -i 

the unit forpp.et 

based a. 4 . c " Su f ^nd the i 

036 " i0j<iCtion3 f the department.. £inw 
and adm.tni=’tra*-,-~ , finance 

tenu-vaed what the i n 

otter- ,d a warnings and 

‘ ' ““ ™„ld he i„ tt ,e year, 

prcjocted. y ra 

r 

Q When did *h- v ! 

hi 9 i prepare these 

Gi.ese, uo you know? 

year. ^ — *- Pehruary of thi, j 

{ 

Q tor your use? 

* ?0b Th «y»ro prepared — let . j 

1 1Qe S£ ‘Y that they 

*' N •:‘ v . r *V’ R:cv 0 Di ^ v * efo*i I* 

‘ ^**.**1^4* Yif rH0UH I 
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year 
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were prepared for the use of Torn Gillespie, as well as 
our use, and they were directed to prepare these by 
Tom Gillespie before we did. 

Q Tom Gillespie is a vice president of Piper 
Aircraft? 

A Senior vice president, marketing and sales. 

Q He recently became such? 

A Yes. 

Q In fact, you nave testified that since Baigor 
has gotten control of ??iper there have b< an substantial 
change.: in management, is that correct? 

A Yes. 

Q Did you say Jliner has a conservative record of 

projecting sales? 

A I ha locked at the projections that were 

prtpci\id in 1967 end in 1968* >.hich were years when they 
bege.r projecting and had the practice in August of making 
five-year projection?., and I have compared those vr.-.th 
actual rcse.lt? and examined the people who made the.;a 
projections and the asnumptions tnat ware underlying 
tham. 

More recently I have examined projections that 

were made i.n September and alternate projections that 

v/exe icacc in connection with, so-: all id dir. inter plans 

fiOVu; +. t:&fKJ OQb'SYRSPt' TE r S 
: < vt t rx . es Cou*? Nduk 

£* SlJ vis,*. Y. WAF lTs'4(PK>hdi CCnIs-it "A* 
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a er the projections that we have presented were 


Q Were you cold by anybody that Piper had pro¬ 
jected for 1970 sales of $125 million and net income of 
only $2 million? 

A i am not sure I saw precisely those projections. 
I went through the 1967 and 1963 projections. 


Q Do y° u kriOW whether Piper had a reputation for 

missing its projections? 

A Yes. 

i 

* 

Q It dj.d? 


A 

Q 


Yes. 


These projections are bused on back-up charts 


you have here which show the sales of various planes, am I j 


correct? 


A That is correct. 

I 

Q Can you tell me whether every jne of the planer 

reflected in these projections for 1973 are ia production 
today? 

A *.:,ney are not all in production. 

Q Cun you tell me whehner they are ell at the point \ 
whore they are being flight-tested today? 

» 

A Yes, thoy are — by "flight-tested" — 

j 

Q I mean there ia a prototype that is actually up 
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A For the years through 1973, ye*, that is cor¬ 
rect. 

Q Each of the planes that is reflected in the 
sales projections through 1973 is, according to your 
understanding, in a prototype j.odel? 

A Let ace just double-check that. 

Q Would jpu point out wh.it chart you are relying 

on? 

THE COURT: Wait a minute. Ju 3 t let him 

check ard then you. can ask him another question. 

(Pause) 

i Sir, on the basis of a quick review, I see two 
aircraft which are included ip the projections for 1973 
fcv which no prototype currently exists, but I would like 
to go on and say that one of them i3 a stretched version 
of an eclating airplane and, as such, is a fairly routine 
usd perfunctory model change, and the other one, celled 
the Lance, is essentially the Cherokee 140. 

So these do not represent anytechnological 
departures or new models. 

Q Would you tell me what chart you are referring 

to? 


A Yes, I an referring to Exhibit 20. 
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U Incidentally, dc you know what happened to the 
Pocono waen they tried to stretch it? 

A I think the Pocono had a number of problema 
beyond s.t .'etching. 


It was a now aircraft model, the largest ever 
manufactured by Piper. 

a On Exhibit .20 you say that one of them is a 
matter of scretching arnething in existence. 

Is that under the turbo-prop market? 


No, that in the Arrow }\S . 
Would you point that out? 


A 


t'j.rct page, ye:., 


Pn-iy-RL „ 


xr that cane you shoved that in 1973 it w.Ul 
b-> in pr.sicction (« Mien for the first time ana will 
have I>00 models a old? 


A 


T; < t ii? correct.. 


Q What i-j the ot-.hej one not. in prototype? 

A Lance, which is under the sane page, under 

"Light ! : >ur-Place , “ 


0 


And ttm you show will l„. in proaud .ion 

and suU in 7.972 arc! .973. ar.d that it „i.U sell , i0 0 
planeu in each yazt ? 


A y?«i. 

out that ir the 


j '-i.'nl: it may he wor h vhile 
• :ar<. of the stretched Ar;o^ ( the 


jointing 

r >90 
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replrco.u 310 uj :.t.y m tne prior year of the unstretched 


version 


t! Ploa.se turn to the next page of that exhibit 
and under the headline, "Turboprop' darkat" — turboprops 
are the big plar.ee, aren't .hay? 

A fdi i j j . 

U .Iro tihoi-o the pi... s-.j you were talking <*!x>ut 
where chc profit n.-avgi<n; il.uly to be the highest? 

A You, sic. 

0 And it = s I ii i turuoorop that i 3 going to 
contribui:--. the r.o.;c. to’/atf.’s taese projected earnings? 


Q Can ysu :tiJ. m whether this turboprop has been 


certified yet? 


Can you toll it:o wi-V: the state of its develop nont 


A Yus, X can. The prototype has over 300 lours on 

it. The engineering war-hours estimated ior final 
completion of clio prog:*air. axe 204,500, and the amount 
completed at the present date is 184.2001^7 leaving 20.300^7 j 
or roughly .10 per cent c£ the total estimated amount 

I 

» 

remaining. * 1 

I 

i 

Q y.r\ development costs? ! 
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A Yea, 


Ami after that, it has to be certified? 


Yes, sir, 


Q bo I understand that the expectations are that 
this plane will not reach the market until 1973? 

A Yes. 

Q 1 3 it fair to say — 

A Mill, .19 72. I axa sorry. 

Q And tlxc axpeotation is, underlying this chart. 


that: 

One, tie plane v;ill be certified; and 
two, tent Piper will bo able to price it com¬ 
petitively enough to sell tne.se number of place. j? 

A That * a correct. 

Q And that in turn rests on an asaturpeio.. of y';it 

the total number of units of turboprop, pit nos that v'ill 
L« bought i:i that year — that, is, then, no* ;ha': was 
calculated? 

A Vh-j . 

Q 2\nd it 5.3 tho expectation that Piper will mt-va 
trou having no .share of this market through 1971 to 
navr.ng 25 per cant of thiu particular market in •.973? 

A Yes, which is — 

Q What: n pretty speculate*; stuff uc >a* an 
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analysis on, isn t itv 

A I don't tail* SO. I think th&t tha experience 
of the Navajo, where per cent of the market share was 
garnered in the first year and 41 per cent in the second 
year, is an example of what happens when you introduce 
a model favorably into a market. 

We have icokcd at the performance of the proto- 
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ihars of 

the market you 


/ou A’iVti given it soma 3h?.re, wouldn't you? 

i January of It69? 

Q Yus, sir. 

* Y:iS ' but i£ 1 ,lad access to all Of the facts, 

fc ° aarae ^ It<s '-t ws hive now, I am not sc aure 

X '/a a Id ;iav«. 

C You would have reached the conclusion from what 
you iicv€ sean of all tie facts that, as of January, 1969. 
this pica* could hi expected to have no market? 

Tha Foc’onc? 
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Q Yes. 

A I thirk the answer to that is potentially yes, 
owing to the fact that the engine problem was — a larger 
engine was the only solution for the airplane and no such 
engine existed. 

At the current time there are a variety of 
engines that would fit this PA-31T, and in fact they are 
now goinc to a -28 version of PT-S. 

There cure choices of engines. 

Q Ar'i you saying to me that if engines, existing 
engines of tne requisite horsepower were not. in your 
judgment available today, you would not be able to 
accept the^e statistics on projection? 

A That’s correct. 

THE COURT: We will take a recess now until 

2.15. 


(Recess to 2.15 p.m.!l 
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afternoon SESSION 

2.15 P.M. 

CLIFFORD L. FITZGERALD, resumed, 
CROSS EXAMINATION CONTINUED 


BY .’1R. LIMAN: 

Q Mr. Fitzgerald, you testifii earlier on this AICPA 
guideline, which is it.ted in its release in March, 1971. 

Are you aware that as early as 1969 there were proposals to 
this effect by the AICPA? 

A There were research bulletins. I'm not aware of 
any Accounting Principles Board proposal. 

< 

t 

Q Now, turning to Chart No. 20, or Exhibit 20, 

; 

and to pace 3 of it, where it shows total units, I see that ’ 

you show that Piper in 1963 sold 4,476 units; am I correct? j 

: 

A That's indicated, yes. 

/ 

Q And how much did Piper earn in that year? I will J 

I 

help you: $2.36; is that correct? 

( 

A Yes. I think that is correct. 

• 4 

Q And in 1969 it sold, according to ycur chart, 

t 

4,065 units; am I correct? 


Yes. 


And its earnings were slightly under $3 a share; 


am I correct? 


Yea. 
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Q And am I correct that therefore, in arriving at 
your valuation, you assumed that in 1973, on sales of a 
lesser number of units. Piper would earn double its 1969 
earning3? 

A Yes. A lesser number of units but a significantly 
higher dollar volume. 

Q Is that because it was moving into this — or by 
1973 it will be in a market for higher—oricod planes? 

A Principally. 

Q And that is a basic assumption of your analysis 

here? 

A That's correct. 

Q Now, in your Exhibit 2, you only reflect Piper's 
forecasts on sales, but I think you testified that you were 
provided with figures on what costs would oe and so forth. 

Am I correct? 

A In the work papers, among the items I was shown 
those docucenfcs were included. 

Q And who prepared all of that information? 

A John leeson. 

3 ibid who is he? 

A John Leeson is the treasurer of Piper Aircraft 
Corporation. 

Q The treasurer of Piper? 
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A Yes. 

Q Now, do you know what 
making these computations as to 
A Yes. He assumed a — 
expense as variable or fixed or 


assumptions he was using in 
expense? 

he categorized items of 

I 

a blend of the two. He did 1 


not provide for any escalation in the levels of expense; 
neither did he provide for any increase in selling price, 
i’hase figures are in terms of 1971 dollars. 

Q And he assumes what the cost would be cf making 
particular planes? 

A Yes. 

Q And he assumes what the cost of research and 
development would be? 

A Yes. 

0 And I assume that there were al3o hypotheses as 
to how you wrote off rese&rco and development, whether you 
capitalized it or expensed it; ara I correct? 

A Yts. That is correct. 

Q New,is it true that the amount of income which 

Piper v/ould reflect in a particular year depends to some 
rxter.t on judgmental decisions as to whether to capitalize 


I 


l 


l 

) 

i 


! 

I 

! 

j 

i 

i 

i 

! 

i 

( 


s 

i 


or -writeoff research and development? 

A If that was the case, I think there would be a 
qualification ia the .accounting certificate, if it was any 
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material chance, ny understanding is that the company has 
and continues to writeoff engineering and development 


expense as incurred, capitalizing only tooling. 
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Q Is it your understanding — I see you are 
confirming it with somebody — 

A No, I am not talking loud enough. 

Q Do ycu know to whom these people to whom 

you got these estimates from report — to whom they 
report? 

A Yes. John Lesson reports tc John Pool. 

Q And Mr. Pool reports to Mr. Mergea? 

A That is correct,. 

Q And did you in 3 'our examination o?. Piper 
discover that Mr,, Mergen reportt to somebody at Langcr 


Punta? 


Yes. 


Q ' To whom? 

A I am not aware precisely, 

Q If at th* time of an appraisal these estimates 
were revised downward, your figures would be lover? 

A Yas, they would. 

Q Did anybody tell you these forecasts ware 

er •,ub.rit-'.ed to the board of directors of P:per? 

A They were not submitted to the coord of 
directors o, s Piper; they were submitted to Charles Pool, 
Tom rjillesnie anc Joe Merger for thir scrutiny and we 


H T • ' 
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1 GDi.rr reposts?? 
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discussed the forecasts with each of those gentlemen, 
or directly xvith Joe Mergen to ascertain whether they 
approved of these forecasts., which they did. 

Q Were you told they were submitted to Bangor 
Punta too? 


A No, I am not aware that they were. 

Q Are you aware that they wore rot? 

A I am not aware they were not. 

Q Who retains you to testify in t.hi 3 case? 

A Bangor Punta. 

Q Bid ycu ever testify in an appraisal pro 

ceeding? 

A No. 


Q Could you ajtpiain to me in sinpie terms what 
the difference is batwcen market value, which ;ls the 
May 7 ficrura 7. understand you arrived at, and value f 

whir a is the September and March figures ycu arrirsd 
at? 


A Gcu ld re-read my answer, if you like. 

Q i didn't understand it, that’s why. 

IiP. KYAK: x understood it, Judge. 

CODRa: Well, let him repeat it. I thin] 

tno terms wero simple enough for me to understand, but. 
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MR. ARNING: 


I think Mr. Liman changed 


the terminology to a different meaning, market price or 
market value, your Honor — 


MR. LIMAN: I will inquire. 

When you used the word market price, did 


you moan market valuo? 


A Yes. 


And when vou usac* the terra value as of 


September and March, did you mean market value? 


Q What do you mean? 


A Value, what the security is worth, taking 
into account all of die relevant facts ar.d prospects 


and projected eaming3. 

Q Does it mean what it is worth to somebody 

who can remain in the company until 1973? 

A It iu what it is worth to somebody who 

has access he those facta. 


facts? 


And who would be prepared to rely on those 


/es. 


In your business as an investment banker do 
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you get involved in 
to market a security? 
A Yes. 


3368 A 

determinations of the price at which 


Q Is this a regular part of your business? 

A Yes, it is;* 

Q Would /cu say that mo3t of your experience 
in arriving at valuations h-U3 arisen from vov;?r duties as 


an underv/riter of securities? 
A Yes. 


Q Do I understand your testimony to Le tnet 
you would on preparea to underwrite the Chris--Craft 
position as of March 9, 1971 at a price o L $51.9?. & 
share? 

i’ilE COURT: 4cw can he state whet you under¬ 

stand? You mean is it. his testimony? 

Q Is that your testimony? 

A do,, that is not our testimony. 

0 Would you underwrita that position of Chris- 
Cra ?.t at $5.1,32 a shsre? 

MR. RYAN: Objection, your Kc-noz . Complete 1 

i.'. tO.'. Vc.Utn 



w rite ; t 


ChE CCUPT: Well, would a re = renal: le under- 

on the assumptions that are involved herein, 
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which apparently haven't yet been assailed by anybody, 
be willing in your opinion to underwrite at thia $51 
figure per 3hare? 

THE WITNESS: We would not be willing 

to underwrite at 51, whatever the fraction is. We 
would be willing bared on an exposition of all of the 

facts we have had aw-'.;s co to place that block vita a 
third party. 

Q At the* - ; price? 

v 

A At that price. 

Q Do you '.u 1 ' cf a third party? 

A No. A specific third party? 

0 That * c t ight. 

A No. 

Q When you say you would b-" willing to place 
it with a third /arty, are you telling me that you would 
be p•spared to ir^coTimend to v. third party a purchase 
o;: tfi.er —of Chris-Craft's position in Piper at that 


:n ' price? 

V- 2 That's correct. 

► 

'/.I. LIMA3: Your Honor stated that there 

I 1 

'■>. | assura;;tion . laven't been challenced — 

l 

THE ZOlhXi : Except by* the cross-examination. 
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q These are not your projections, rre they? 

A No, they are not. 

Q If you. were willing to recommend this to a 

third party at. this price, would you require any form of 
representation with respect to these projections? 

\ Yes. I think that would he normal uncar the 

ci.-CC.US'-.CliCClS . 

q Have you seen cny vrritten reyreser :ation by 
eny official of £>ip??r eus tc those projections? 

A No, othoc than the verbal represjencu'ion vjhich 
we have received from numerous parties . 

Q Those nunerourj; parties do not include ;he 

board oc directors? 

No, 

Have these projections been xualished at all 

No. I think they are confi*'anti*: - 
V*ho tc. - 3 d yet* they were coaricuntia: ? 
Projections are always, invariably confidential 
V:e they alv'ays kept from the board o ' 

vyAl-’; Vti'iS/c tras that question. ; 

!* it CO~' *? He wants to know < *<?t e hoy ".re 


A 

Q 

by Pi-iJer? 

A 

Q 

A 

Q 

directors? 


A 


n .? f- .. 
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always kept from the board of directors. 

MR. RYAN: Objection, your Honor. 

THE COURT: Sustained. 

Q Is it the practice in your experience to 

present projections to the board of directors; of a company? 

A Yes. 

Q You guvs s:»ne Ixisti.mcny with respect to why 
in your opinion the-.re Vc S no premier for control ir your 
i udiT.vin ui ii this natter ir 


ii You merl.ioncc. that in dascribing -'die basis 
for your opinion i.uvc. there have been changes in tlie 
character cf Piper, am I orricr.? 

A Wo. I tl aiic 1 identified certain channel in 
manage menu structure. *ud changes in receptivity to certain 
ideas. 

Q is it you* hypothesis that the icar.it&usr. in 

efficiency nas been achi :»*ed at Piper so shat a person 
obtaining c. v etrol would not sue fit to make other changes? 

A 1 think it is impossible to make that evaluation 
or. the: b;isi:> «„ 2 file fact... tfcal this management nan been 
instable '• for such r. 3horr. period of time. 

Q *»v did yo; cite ?.s a factor in you:: opinion 


: - .T1-5J7 ' • 

' -t •£ ti XlffiVH/*£ 

•. ' .. 7*'j:?:yx4S» «K 
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w ifVs 

A respect to no premium for control the fact that there 
has been a change in management and direction of manage¬ 
ment? 

A The point I was caking was that it would be 
a presumption to assume that you could improve upon 
this management because its record is so short. 

i 

Q Aren’t you in giving ycur opinior relying or. prc-‘ 

ji 

jections of an untested management? 

A Uo. The projections are prepared, by psocle 
who have been making projections, but not the projections 
of <967 and 1968 which were so in error. The projections 
were reviewed by these newer members of management but not 
prepared by them. 

Q The people who prepared them originally 

you say didn’t prepare them in. 1967 and 195C when they 
were no in error? 

A That’s righo. 


Q Were* fchny employs 3 by Piper then? 

A Yes, they were. 

Q — or. do you Know they didn ’ t participate in 

that precise then? 


A ‘i he two gentleman who we;:a instrumental in tie 
market project.. I am thau time are no longer with the 
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company. 

Q Do you know what role these people had 

then? 

A No. 

Q Weren't they in the marketing department then? 

A I don't know the cnsv/er to that question. 

Q You also critic’ the ii\ct that there ha3 been 
a change in the distribution policy? 

A That's correct. 

Q Certain choices were made? 

A I think v;/iafc 1 s-nid it chat the company is 
in tie process of amending its distribution policy. 

Q Do you know whether this is under the guidance 
of Bangor Punta? 

A I would have to assume that. 

Q In fact haven't you determined that the 

direction and character of this corporation has changed 
since 1969 when Ba’.gor Punta obtained control? 

A T think my statement suggests that it is too 
early to make ai*y determination of that type , I do soo 
and have gained iraprfusiom; with respect to changes, 
but it :.3 a oeriod of come two or three months since Mr. 
Mergen was lastslied at president. 
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0 Does your valuation depend on the capability 

of the management of Piper to live up to the expectations 
reflected hereinV 
A Yes. 


► • 
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Q And are you raying that in recommending this to a 

purcnaser you would not. take a discount for their in¬ 

experience at Piper? 

» 

A Oh, I cerc»u *y would not. May I just say that 

Mr. Morgan is new at ‘5per but he is not new in the field 

of eeronautical engineering, c.eronautictLl production, and tho 1 

i 

like. i 

Q V'ell, Mr. Mor cj i« was v 3 jWCO-Lycominq, wasn't he? 
A Vcs. 

Q And AVCO-I»vconing wan the engine manufacturer for 
Piper? 

t 

A That: is correct. 

Q You testified that marketorice in May should have 
been thin figure of $55 * she*re? 

A Y 03 , sir. 


,r 


0 And you are aware that bangor I lint a ant Chris-Craft 

V 

both paid rr.ore than that in their quest 5"or control of <- .hi:; 
ccmnanv? 


A Yes, sir. 

Q '■vhen you any there is no value to control, is it 
•»cur testimony that these companies made a mis judgment in 
paying to r.ry to obtain it? 

A I would ha”*! to say that it depends or »; io f nets 
they had available ir forming their jvdgaient. 


ctXir •?. Co.;.“ I j*s I •>/'‘ 

MVfp..share;£•«. t 
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Q What facts would make it advantageous to a company 
to pay to obtain control, in year judgment as nn investment I 

I 

banker? i 

A Expectations of increasing earnings in the future. • 

1 

Q And based on your review of Piper's history, is 
it your opinion that them was a good deal of potential in 
1969 for making changes in Piper and improving the ifficiency 
and earnings of Piper? 

t 

A I hava to say that we have looked at the company 

t 

as it exists in February, 1971, we have talked to the membert 

i 

of management in great detail, but wo did not talk to members 
of management in 19C9 or any earlier period when they wore 
not uiler the pretaures of a tender offer and, KccortingJ*, 
distracted. So I can't make ;rny judgment about m.vw.cement ' 
in 1939. 

f 

<? If a buy/.r felt that ho could improve t.h» profits 
of P -per today by taking charge of manager* snt, woul i a 
premium for control bo justified? 

/ Yea, it would be, if you had tha<. te’i-if. 

Q Co .rat your opii.icn that there is no pro.iium for 

coiiv ol ri:*=t:j < i ~ jung.T.ent that there is no ret-jonahle 

oxt t' iK r*tion c.: improving Piper's earnings threadl r. entrge 

i *. ii-tnat, naenfc? 

-V Th.nt'*; correct. 


If ik 




" - ... a.fo F tfv'RTr: r: 

.. . . v. o:rv ru t 


1 
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0 Until tli3 now nuinngcni'mt has boon tasted? 

A Yen. 


Q As you nit lie ■«; on this witness stand as an 
investment banker, cun /ou toll me whether in your opinion 
a reasonable buyor would be willing today to pay as much 
per share for Chr in-Craft;’ a 42 jxjr cent of Piper as for Bangolr 
Punta's 51 per cent? 

i 

A That is our testimony end that ir. what I am saying* 
hero sitting in thin wii.uufiy hot. 

Q When you rr.v kit in you are mindful of the fact, that 
the owner of 1? per cent o' Pip <x can compel a merger subject 
to rights of appra*cai? 


0 And if. it fair tr say chat, your opinior that, a 
third party would !>u willing to pay as much cor th'- minority 

i 

f 

iiti for the majority is based on your judgment that an appraisal 
of the r.tork would nrrino at fcho value of $51.92? 

A :c cari* i rgjeak for the courts that would review that 


r utLer. 


’would." 


THE COURT: Uae the word "should" instead of 


A Should, yes. 


C And that in tu t is based on your assumptions with 

l 

resoect to Piper's earnings down the road? 


0:S* w:r CHKT '.cFCWT^Ri 

; jvh P.SVA,-.. C MiTik ?XE 

• u-.. v.v., & ’ r *t •?- ■'tr.-. crMr.ui.n' ■*& 


I 


# 
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HI. LI’IAK: No further questions. 
nil. PENNOYER: No questions. 

redirect examination 

BY ?4R. RYAN: 

0 DO you recall, Mr. Fitsgereld. that Mr. Liman anted 
you to assume that the Standard . Poor's price-eamir.,s | 

multiple in September of 190 ,.ao 15 . 99 ? no you recf.l? ! 

A Yes, I do.. i 

» 

i 

Q .'ind do you recall that he asked you to tell him 
What the price-earnings multiple would be if you mulUplied 
15.99 times 74.2 per cent, which is the relationship between 
Piper and standard a Poor's price-earnings in the 1963 to I 
1966 period? Do you recall that? j 

A Ye?:, I do. | 

| 

0 Do you reca3.\ that he suggested it was 10 times? I 

* Yes, sir. 

0 Anc what is the multiple? 

A It is 11.85. 

;,R * LIfIA ’ • 1 » Eorr ^ I did not «,3.,n to nisieuJ ' 


• !R * RYAN: I have no further questions 
THI COURT: Anybody else on this phase? 
1R. PENNOYER: No questions, your JP-or. 
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» • 


THE COURT: fir. Fitzgerald, do you have any reserve 
about the acceptance of any of the projections on which you 
based your opinions? 

THE WITNESS: No, sir. 

THE COURT: Did you test sufficiently in your 
opinion to satisfy yourself that the projections and 
estimates you relied upon were fair and reasonable? 

THE WITNESS: Yes. 

THE COURT: Ir Iten 4 of the opinion going to be 


raised? 


Honor. 


MR. RYAN: Yes r there is another witness, your 


RECROSS EXAMINATION 


’ 17 

18 

•* .* - 
V- ' 

-,v 


BY HR. LIMAN: 


■AYf. 

M . 

spi 


Q How did wou test co3t figures? 

A Cost figure3 are in terms of 1971 dollars and wo 


looked at the 


T *. V’y*.. « . • • 


four 


looked at the cost figures by model, by year,, for the last 

••■v-f ■ -■ I 

zr, four years, direct labor, material, learn in <r curve factcrc. 

I • - • v- >. y*.*- ' 

|1 Q How did you tost the figures for the. planes that 

vv' k , 'P'- ! 

2» p are not yet in production, what it would cost to bring thes. j 

1 ..’fe * 

2£ fi to prodecticn? ; u - 

2 i 

k A 7he engineering cost estimates. 

| 3 How iid vow tent v;here the estimates ver? -re^sor-Eb-e 




rf ^ 
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-aclgrour.d? 


* * * 


; • •> Oj! ^;-vr - ? -..... 

a*.• ■ xtj 


3 :■ ’ ■ A ” e aro not ' "“HI other things, aeronautical englnaL 
1 and we couldn't ‘out anythin, other than the responsiveness 

5 j! ° f th ® Pe ° ?lc in engineering and finance administration, 

^ j| v;hich questions includ ed years. 

|| , 

| Q Isn’t it a fact that you have accepted in these 

1 jj figures the judgment of the people at Piper? 

* >! “ J 

<; A To a great extent. 

i J i 

). MR- MMAH: That is all. 

)j j 

| COURT: Thank you very much. j 

j • * 

(Witness s::cu33d.) 

jj •, Mr.. RY/u-T: Itr, Si;f, please. 

|i ^ ** A 1 * Slit, called as a v/itr.nss on behalf * 

of the defendant Bangor Punta Corporation, beifia 

f * * 

I first duly sworn, testified as follows: 

DIRECT EXAMINATION 

: 

I 

’• BY KR. RYAN: * j 

> 

I Q rTr ‘ Sif: ' b y vho:n ar -* you presently employed? 

|i "* 

j! ^ Draxel, Firestone. , 

j) 

|j Q It* vl.rt capacity? j 

; I 

| A I err. a ”AC3-pre3idjnt aid I am responsible for 

j researching the surface transportation an?, j 

J 0 itr - c,t W y«» **!»*« to uu you-- ocaaetioanl I 
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3KLLEH0RE 


called 


cis a v.itress on behalf of Chc'i8"C'raft Industries, 
being f.-.rsfc '■•u.iy rwozn, feestidied c.s follows: 


- a A. . ?: 


Please mark. thir Ill for 


identifiestic 


(Kl:.;L.'.tiff’s Exhibit 111 was marked for 


identification*) 
DIRECT EXAMINATION 


BY MR. LIMAN: 


Q Dr* 3e.McT.ore, would you slate your occupation? 

A I iave two occurscions. I atu professor at 

t ie graduate -ebook of busintrs adirdti.ctr&tion at 
New lork Univor- xty, where '£ v a an advanced security 
analysis and pcrtiolic -,v.6n:>ge;.»ar.t. i also • have for 
many years n-s a profitable firaccial analyst. 

Q c> .?. *e lcur c;<iuoataona 1 dev.co 3 , please. 

A 7 received a bachelor c:? sr.ionce in bufriiecs 
administration iwid a .-aaster of business administration 
fren thr Cr.t.1. :jti of 2 A.tii.ers, Bob r.on University, in 1932 


v '« t 


t. * r 


•' > - {! .. <• * *'V 




• V V n > ? ■ 

• j rrotfS ' 


• ,A * B^Uatnore-d tract „„„ 115 

, 2 ■;■:• 3382 A 112 

■ • •; * • • v/ * • . . • 

"I* ;^ 33 ' and 1 rir * ivea «“ "*• ». degree, economics* 

V f!t““ nCe ' at Nel ' York University, Graduate school of 

5 Business, 1937. •- • 

.. 4 

6 ' 0 „• How have you been a professor of finance 

7 j at m*U? 

; ^-1 A Sin\;e 1956, 15 years. .» 

. *|. ‘ Q ?rior to that, what did you do? ■ '• 

j . j. ' ' 1 ” ’•* nhalrroar of the departmar.t of finance • ■ 

";[ “*'*«***• »* Boston University from 19 ,, to 1956. V 

“I.*' ° W1 t0li ' hcw lon 9 have you keen teachin, ' ' 

n I . in the field of security analysis? . 


A 


16 k v ; A YOS * In cdditioa ' 1 hav « lectured to nember 
f.'j flt " S 8#W ywk Stoo& Change on security analysis 

« /and valuation end ecoh year X lecture for three days to 


Since 1536. 

D,: ^ cu do other lecturing? 


trust of . - «... 

, - *“ •“« American Bankers Association at the 


National T~„t Mcel, Chicago Northwestern, and f. lectu. 


?? |! €Mch suBRier, 7 nave* <v-r *-h% -*• • v i 

* " er h2 raafc 12 y««rs, to Officers of 

% C’ savings end loa * ai^o rivMm » 

| • ai!L ' iSl --o»*» <'n investments. ' 


f'CiJh 


t-israicr oxrr p< 

' " WMii C/Sjf-rHti »&. 

' 6 “ c Xif!7./* j; 
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» ' Q Hav:: vou published any works on the subject of . f • 


securities analysis? 1 ; 

!■’ •* . * . 

A Yes, I have published several. My major text 

w» Ji* t ' . • > ,, .V 

was first published in 1953, Investments Principles, 

'4 . w f* .! J * ; ^ *r*^ . - 

Practices and Analysis, and the last revision was in 1969. 

1 •';* • : ’ ■ ; ' . : - 

' Q Where is that text U9ed? . 

:• ’ . •-;• •• 'X i > 

< • / 

A This test is used in quite a number of universities 

It; also has been required reading on the New York Stock 
t . , . * • •“ 

Exchange reading list. It is the basis for the Midwest 

. * V * t 

Stock Exchange course on security analysis. It has been used 
by the American Bankers Association in their trust courses. 

r . ■ i . < » 

I prepared a Manual for that which they give all over the 

•• •' i 

United States. 

i i ' <■ 

\ Q Have you done other writings in the field? 

.. * , . 

•’ A Yes. X have published a number of other books,. 

five in all. and quite a number of journal article?? Journal 

' 7. w . 

• t ' 

of Finance, Analysts Journal.andotlier professional publica¬ 
tions. ; . . i. 

‘ Q Are you. currently connected with any investment 
advisory service? *. * 

* t . 

A ’/as. I am one of the directors and economist 

» c ' * 

for John Blsvrer, Inc. , investment adviser. 

.» : ' , ' 

A . , 

Q Have yov: previously had professional experience 

* ' f * % • • ’ 

... * • I ' ‘ . fc 

as an investment analyst and, if so, with what firms? 


STUT-iERN ttSTi!!CT 0T4«T PFPr^Ttir:5 
i ;n:^> Sta rss Cc; st 
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• | ' A 1 was director of research for three years for 


11 75 


15 ft * 


~ * Anthony# and R,L * D£y ' menber of th<5 New ^ stock 

and 1 have acted as a financial consultant in " j 
j ; addition. •• , ... ■ 

.. , | 0 Are you a member of any professional societies? ; 

: J- I A Yej# 1:110 New York Society of Financial Analysts. > 

. ; ■ j • 0 Hava you ever testified before as an export in ) ■ '. 

. • * j the field of security analyst, .jiving your opinion on values 

JQ d -J - * m ^ 

■ | securities of companies? 

• I . \ A * e3 ' in quite a number cf cases, I suppose about ' 

; , i i ^ Ve ° r a ycar ' snd 7 th ink seven this year, or in the 

■; 13 ft - 

' ■■■'. D last 12 months. 

m f • ; 

Q would you state the najr.ee of eeme of the cases in 
, „ which you testified? 

i ‘ 16 ! ’ : ' • ; j 

.! A * aca *d as financial expert In the American Expresii 

1 t ' ! ' SRlfled tr ' th - *«*« ©»lf Sulphur case,.for Texas 

• ia _ . _ 

•" 1 , 6uif #“*<«* Corporation. 1 testified in the Mew.nark- '. 

"i RK ° C ' r ' r “' -' a3e - 1 ■>“'<= finished testifying in a case 'f - 

■J? | agsin£t u «’-varr.nl Pictures Corporation, and another case i 

I : recently against Sivkoveky Electronaton. x >m doing erost- 

I ' ^ 

trial brief on a case for Brunswick Corporation. . ■ . • • 

: h!': . . . 

’tu 0 ' Iv '° you testi5iod ^ appraisal proceedings on ' 

*> • ' &A ’■ . 

di»ser.ter3‘rights and inarg jrs? , 

p ., 25 ‘ k . . * • • 

>c‘: v - ,• A '*&'•' in a W’Tsber of those cases. 1 * i*. 

‘.’ :i .' . .! '. ' . : f • 
... I . • V ' 

I * . ’ *• • 

. iO itHR-, C r 005*1 .* PMFO.ITFRS 

*>;' •» vcoi.r Ksuse • 

• •„ h-.j ' ...a TfcLPW’Kf/Kfi: CdXTU Mt>7~tt0 


17 


,; 22 


■« tf • * v» * 

i) nr>3. 


Re 3. lenor e-r ec t 


1 /- 
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':.2S! 


u * 

i\ /. 


.. h±-lAt. f : I 3tib,nit. «ho v/itness is qualified. 

. ,i ^ 


“ \ i V 

• 3 r there is any voir dire on the qualifications, your Honor, 


| . ' 

l • * 


would it be reserved for cross? 

• *" *» * 

,• \* *.,? 4 « *- 

;• v’ ' • Sl’AN': I have no questions, your Honor. 

tf■■ " > ’ 

PHHNGYERs I have none at this tine, your 

' ' *y ’* • 

Honor. 

-.?• '*• * * ; . 

; Q ^ r * Eillemore, /ere you asked to perform an 

V . 1 , < # 

assignment in tl.is case l.y our office? < 


n: 

\2 

13 

i 

f 

14 

15 
15 

it- 

17 

13 


s'- "A 'ie j, sir. 

I ■ *• 4i : 

Q • Will vou state what the assignment was? 


V..o 1 


1? 


21 


* 


22 

23 

24 


25 


A The assignment was to determine — 

‘ * 

; . COURT: Was vcur engagement in writing, setting 

•\ | r . » 

forth the assignment? , ’ . 

f - r ' 

V. •'*''*. 

. V- THT 7 : WITNESS: No, sir. May I proceed? 

*.'• -X »i 't /• • *' 

v*/' THK COURT: Pie are. 

£\ v 

. V' * : 

A My assignment was to value the block cf Piper Air- 

eruit stock he?.*' by Ohris-Craft Corporation as of the date 
that Banger H:\wyi obtained majority control of the stock.- 

ZsJIi you render a v/ritten report? 

, ... «* • 

v:, ; ; v \rx-nrsss : I have tables, sir, and one of them 

is Table 10(b), :md i'nnlo J.C (b)(1), which was the report cf 
fcne valuat o. i, vinich tha-v*. the valuation of the stoc: and 

. cost to Cfc.’ia-Craft lt5;s that valuation. * • 

1; t • ' ' _ _ . ** 

THE •: CURT: I an just trying to aaticipate. I 


•!.i i-c'c y > v.'iv o.'ur:T r&PO’iE * 

- 't t,. ’* ( Olj-'tY Hl j. c r 


r ..:.:r • i ■ _: . | -' v; 


’u: OrCUNC -4*2? 


N 
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i 
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wondered whether you had rendered a written reoort. 

• ; •' 

' rV •• THE WITNESS: No, sir, ju3t tables. 

‘.i ' .'?• . . . . 

■[* ' THE COURT: All rient. 

' 0 Dr• Bellcmore, in expressing this opinion were you 

asked to express the opinion as of a particular time? 

•. » y ' 

A Yes, as cf September, August, 1963, vrhen Bangor 
Punta, I was told, obtained majority control. 

’ ' Q You were a3k*ci to assume that they had obtained 
majority co.it-ol? ’ 

.‘A Yea, sir. 

Q • Were * jA also ac ted to make other assumptions in 

f • * * 

making this valuation? ; 

A Yes. I wa.3 also told to assume that if Bangor 
Punta under the State laws that it operated under in this 
•case, obtained over 59 per cent of control could force a 
merger of Piper Aircraft into Bangor Punta. I was also asked 
‘to assume •— 

*» i - * * ^ % 

•t \ * • 

Q you told to assume there would be a right of 

♦*•".. *.**.’*'• 

appraisal? 

' ■ A Yes., sir. 

•* " j t 

Q Were there ocher assumptions you were given? * ■ 

A I Wt.r. told to assume that the Pocono project had 
been aborted. % /;• 

> '9 

\ . •*. Q Eased on those assumptions, aid you arrive at a 

\ ;♦ • * 

* . • \ 

' ■ rOUTHtf ;J OiSTRICi* CX ?J PI:POSTERS 
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* ji conclusion with respect to the value of Chris-Craft*s stock 


>' .-3|. 1 in September of .1969, when Bangor Punta acquired majority 

* ■* t. * | i . •*. ^ 

4 i control of Piper? 

• |T •; ;i 

' ^ v A Yea, sir. 

V; ; ‘A - k ‘ ‘ - ■ 

’ t THE COURT: Please rer.d that back to Mr. Liman. 

| , (Question read.) 

® I MR. LIMAH: Thank you, your Honor. 

^ 1 . ' Q Whan I said Chris-Craft s a stock, I meant Chris- 

Craft's holdimc o:: Piper stock. 


' i[ .. „ 


Yes air. 


\ ■ C Would you state to the Court what value ycu have 

• .1 , 

* * 

arrived at? 


A Ye a, sir. The v&lue is shewn or. Table P-10(b) and 

■ _■ & P-10(b)(1). ‘.he value per share, in my judgment, of the 

| stock held by Chris-Craft was $7.50 at the time that Banger 

^ | Punta obtained the majority control. The total value of the 

^ | Chris-Craft holdings of 097,495 shares was £5,231,213. 

^ ft -- . Q Were you also asked to perform another assignment? 

^ | A Yer. . I was asked, to make a judgment of the 

• J Value of the c trolling majority holdings of par share <• 

2? 1 

value, majority helding of Banger Punta. 

* 23 

: Q I will first ask you to explain to the Court how 

I ¥ • 

** you arrived at the figure that you gave for the minority and 
. then I air. gol :r to take. yc : through and ask you to express 


Mk'rkBRfi o.s !>ir.r ox?r r;-p^urs 

Ift i-> • ■ 5 r,\ ■ r . Ca?.» * i?'U •*? 
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. your opinion or the majority, and explain t-.o the Court how 

i* • v 

you arrived at it. 

i -i ^ 

THE COURT: Please do the majority first* 

MR. I.IMAN: What is your conclusion with respect 

to the value of 50.1 per cant? , 

• . THE WITNESS: Approximately $73 per share. 

»• '• MR. F.YAM: Excuse no, Mr. Liman. 

* . 

v *• * . 

i Your Honor , at this time I would appreciate it if 

Dr* Bclierorc would point out in his exhibit, which was 
furnished to »our Honor anawhich was furnished to us the 
otner day, wh re his opinion is as tc the value of Langor 

Punta's riper shares, so that I can have an opportunity to 

» " * 

look at it before I cross-excjnine. 

> 

•» 

THE V7ITNCSS: It does net appear there. Kay I 
add something? I have the figures cn which I calculated 

.t . * 

them with me, but. it doesn't appear in any exhibit. . 

0 Wov.1' you explain to the Court, Dr. Bellemore, 
the methofoicoy you used in your evaluation process? 

A Ye ;. 1 follow the procedure that I always do 

% 

ccncistentl^ as a prcff. 33 ion.-l financial analyst in invest- 

• _ 1 

ment work and which is in all the testimony that I have ever 
civ.n in court — 

• * ; i 

* /., TER COURT: Can you suspend for just- a moment? 

*• * ‘ • * r 

(&.»*<ussier off the record.) 
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2 [ Q Dedcrlbe your methodology, Doctor, generally. 


' 3 and then I want you to go into the specifics of how you 

■*’ ' ' i < 

. . ! *• • .: • i; - 

4 f arrived at thesa figures. - *. < " 


4 f 


• | .’■'.‘A’ I first, as I always do, made an in-depth study ... . 

#• | ^ T* * » • * 1 . 

u | of the industry, going back a good many years, actually ail 


;• 8 the tyay back to 1927 and 1930, when the three major so- 
■ o I ; 

Culled Big Three were fir3t incorporated, but I paid 

' 9 | '• 7. ” ' 

| especial attention to the period from 1959 through 1969. 

IQ J , 

I wanted to determine the economic characteristics of this 

Til 

p industry, the grwoth factors in the industry, the con- 

>2 |i 

j position of the products, the segmentation cf the profits 

, }3 I * * - 

. | in the industry, and what we always loot for are trends, 

W 1 

I both in the actual growth rate of the revenues and of the 

15 i 

t earnings. We try to determine any cyclical characteristics 

16 ! , : 

. -■ • that exist in tine industry and the extent cf these cyclical 

17 : 

. ! characteristics: and any trends in the type of products — 

16 

in th5.s case type of aircraft being produced -- any trends 

19 1 i • • 

in this e :t. 

*2C * . 

! li e purponr.- of course, is that the value of a 

Htock is baricv.lly tho earning pewer that that stock has, 

^ what it is going to earn, and so in looking at the industry 

2? i 

\ and the condi Iens < listing at the time and making the 

v ! 

evaluation, i nuke a judgment as to the future cf the 

I industry, loci; at it, say, five or six years in terms of 

ij * 

. I •• 

?C1 !T 1 uvi y :C05JR? &tWTEiiS 

V- Wlth iYAiESCQI jRTHOJS:: 

, ') h\:LV .'Am :• u? COKTtAU? 74S&3 
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l t. t % 

„} 1 ~Pp* * - DCiduCWCIf-UilBSC OOHA n 

{• i f - 4 ootfu A , f 

i I 1 * 

.2 . : 'growth ♦.rends, ahar; cterist.ics and cyoes of product. 

.*# * . * . . • \ 

. ** / . 4 , \ V ’l 

- ** ^ . . « : | * n . 

. ’ 3 . /' •■» * Q Dr. lellemore, the statistics and information | : • • 

" V ' I .»:/••.•. '> •» v ’•* 

i i on which you relied on industry trends axe set- forth in 

• 'r I ' T 

, . || ( l \ ,'i • * , ' ** I . 1 

5 I '.your tables that begin with A, A-l, et cetera? • • 1 


6 li 

j-ii’ 

7 


■; ? 

ib }| 

IS 

12 

i 

• n 
54 
15 

' 16 

’ i 

• . 

\7 
18 
19 




.A That’s correct. ' • ■ 

» * *. • * • 

• . > ‘ ’ • , • . .* 

• Q Now, apart from looking at the industry, what 
did you do? 

. A 7 then — arid these are shown in my tables and 

• it. . v * 

charts by P for Piper. 

. * I then looked in-depth at the long-term records 

of Piper Aircraft over many years, a twenty-year period, 

• • • < . ’ 

but I paid particular attention to the 1960's and deter- 

. mined whether any major changes occurred in the industry 

»* * • . 

in Piper during this particular period or if it hac. con¬ 
tinued the tame type of policies. I wanted tc relate the - 
Piper record :c the ir.dr.stry and also clearly# as my analysis 

leader. In this case Cessna, and to 


> ' 
» 

r ; 

» « 
. » 

i . 


jt showed, the iucvstrry 

JO If il 


} : 

... 

( 

V 

t - 

I , • 

*’ 4 

V /« 

f 

r i 

» 


V 

♦ ■■ 

(L- 


U 


look at the composition of the product and the output# in i • 


t ' 

••• i 


20 

i 

21 


>thi3 case thoc/pas cf planes, and I looked ever this 10- 
year period annually, each of the planes that they produced, 

52 | rnd 2 have nhovirg a breakdown. 

• 23 


I; 

• * i, 

. i • 

• r ' 


21 


1 locked at tic situation as of 1S69, and then .• 

„ , I 

it I pade projector's cs to what I thought the sales and earnings 


... ^ i- of Piper Aire:* .71 


- * 


"t xtcvJc! be, looking ahead ttenerct five or 


■ \‘ 
. }. ;; 


; .;! 

• • i * 


•X' il , 7i*.v :?vrt R-snernaiS 


■ i 


* vir Si «v.*r ;:-..ithcw£ 
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Fv V - , J. ^ur I V 
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fe'Sk?" - 3391A ' ,, , 

If six years. / , 

f . .-v •• . ; . ‘c?;'' 

•_ j ’ And having made projections of what the earnings 

»• /.•*- "*.J ■■ A ;* ; • •’ 

/would ba, what did you do? ,*• r ; ’ ; 

• •' •’ 

/• > -v t then — I then was coming to the point cf valua- 

• * * (' *.• »f • .* 

F • ’>* \ ' r „ 

i tion. /• liy table 10(b) shows these earnings projections. 

j 

p - ;*. I then determined at this point of time the Dow- 

l • • ■' ,v v 

j tfoneh for example was selling at about 13.9. I looked at the 

I » «'v. • * ... 

| r * * f * _ V 

|- record of Piper versus Dew—Jones and Standard £ Poor’s 
| f24 .IndU3t -iot, which is the usual comparison in tem»« of * 
tve earning regard®, particularly the past five years, and . 

I ,»V i " ‘ 4 ’ 

( • '’•> * ' '» • •/ . - 

! the dividend records, and then I determined the P/E, which* 

* • . • v-/ 

j I applied to thj 1971 earnings estimate, and cane out with 

;• •• 

a value of $7.50. , v - ... 

" } - { #; * . * *. *. i 

I also went further ahead to 1976, assumed what 
j the earnings would be ' ion, multiplied their, bv 10 and came ■ 

! * :vr:‘ . .. 

j out ultimately with $12.30, and discounted to the oresent 

j * ■; - _ : ; Y.yii 

vxlue i.\ '69, :l:i: -he stock sold at that price, at that point 

hi'- , ••• . 

, of time, a::c. core cut with a figure of abou- $7.62, reasonably 

I | 

I • • r • f • 0 

! close to my $’.■><; which J had obtained the other way. 

• '■ >, : * 1 *•'" 

j. . r Q New. .hr. Belleirorebefore turning to the tables, 

! can you tell i‘\; Court whether your assocaoticn that Bancor 

i • 

i • _i ' t 

• Punta had the pzaer to compel a merger, subject to appraisal ' 

t right3, affected your judgment in any way, and, if so/, how? 

} -• , v 

■p ‘ A It effected it a very great extent, because -- 


. »f, tiM % ' I J •-.. \fSK *:T.r hi S ~ .•> 

( N.TEt •> • -jr He urn 

rx - Y ; lAHl t , -V. - '. r* LLf'rtWE: CCPTLANE M>20 V 
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2 jj -in taia situa-im, the minority, in this case Chris-Craft 

. '• - ‘ 

3 

) 

4 


2 ft 1 in thi 

. ' >L !!■ 

holding 42 per cent, and this would ply to other etock- 


• r e 

* »•* f *’ 

9 ; 

* .4 ct * 

ic 

11 

12 

> 

* \ t 

• 4 

14 

. 15 

: 16 

t 

17 


j Criders. Tlie remaining part of the minority group could be 

V'-V " • ’ 

forced at any time at the choosing cf Dangor J?unta into a 

- # , *■ 

j ..merger. They of course would be entitled to an appraisal 
: if they rejected the merger offer. - 

I was awcP 2 in my analysis, this has been rather 

• a 

; a cyclical indv.rtry Ke were clearly starting a cycle at 

, , 

; this pc^nt. The J)cw-Jones had already declined 17 or 13 

» 

per cent, which w*a half cf the decline that was to occur, 

. alid I have never known a case of corporate profits going 
•, down where the indexes did not indicate this, and therefore 
I was aware thr.t Bancor Punta. could choose the time at which 
there would be a merger and would obviously want to obtain' j 
the stoe!: as cheaply as possible. 

Now, would yen turn to your first 


|; the s 

. { yt Q NOW, would yen turn to your first /able, which the 

I e - 7 --' describe briefhat it represents end what 

9 I w a> you relied on At and her it affected your conclusions. 

• j I will as.-, yet. to state, .0 that defense counsel con follow 
2- * ‘ 

■,;yoo, and the tourt, what the number of the table i 3 in the 


- H- 


& !! 


' *24.1 f 


& 


1 


chart Is flat table A-l? .. 

A Yor, sir. . .. 

in this case I had determined that there were the 




jj - ^ 0 -ca.j.Ied B.v* Cwc? general aviation which rather con- 
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2 sistontly have accounted for about 83 to 90 per cent of ail 

■ *» [.•_>' *: >■ . .. . 

' - 3 i v the units produced in the industry: Cessna. Eeoch and 


' * 3 '.‘ the units produced in the industry: Cessna, Eeoch and . ; 

V 1“ Vo V’.’• « '• 

<, • :• <*-•;. , ’ ' i f ' 

V . 4 . Piper. : It is interesting, however, as I will point out 

•*\» ‘‘V. 

5 L here; that in terms of billings, which is more important *• > • 

• ' ; •>.. : -* •/. V I : 

6 | actually than units, the Eig Three had declined in this period 

7 I , of the sixties, until by 196S they only have about 61 per 

8 j cent of the billings. But as far as units are concerned, 

, V; t * . 

9 j this is the Bij Three. They are the major companies. 

•J * . 

• V 10 s * In t>>3 annual reports of Piper, they consistently 

■J . 

II ! refer to units, their percentage of units and sales under • . 
*2 j v $200,000. This, of course, is not the general aircraft 

I •*» s-. 

, 1 13 J -industry but an arbitrary selection. There it makes it 
14 I ' look a little better for riper by taking $.200,000. It 
P 1.8 | would even look better, however, if they only took 100,000 

18 | units, because they don’t have any plane selling above the 

1*' | ; $116,C00-pri.ce (das3, but I wanted tc- loo’: at the total > 

| ‘V « 

•• V..1®J corporate sc .'.!.:*■- of tires thrae companies and of Piper. 

1 9 | It chows there tiat Cessna is, by and range, and consistently 

20 | it is the leader in tho field in every respect. . 

2Y •" ,vV - • 

• 

• ^ 1 : .• r . 


24 I • - 


• •»*. • • < 1 ■ 
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• • A ’ 

v If : r< > u take Cessna's sales as equal to ICO per 

. * * * • •. 

'.. cent, Beech revenues are about 66 per cent in 1969, and 

■ */• X * r -* X v ‘ t 

/ C®*®***'* about 38 per cent of that 1969 period, 
f ; Q . Now is thero anything else that you want to point 
out about that chart which is of importance other than 
whet you have stated? 

* • * 

/ ► * * • ., 

. , *• Otherwise I would like you to move on to your 

next charts. 

A I would like to state one other thing: 

In the middle of the chart it snows general 
, aviation aaOes, the Big Three, 39.4, 60.1 and 92.5. 

It is clear that lor Piper, .91 per cent of its 
*® v ®* M * e ®‘’ ccrae from the oale of general aviation aircraft 
•> against 60 per cent for the other two. 


,3 


Q New charts A—2 and A—3 are statistical computa¬ 


tions. 


recall? 


Where did you got the informati m frera? Do you 


A M<*y I refer to A-1A first? 

.« . | 

Q I am sorry. A-1A. Yes, air. 

A A-lA looks, as you should, in rty judgment, 
at the general aviation industry in total. 

•• ' ** . t \ 

iJow I might point out that these statistics, 
while most cf them come from annual > reports, in mo 3 t 
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.fflM®* * wanted to look at calendar years, and these 

: Reports came from reports which I received monthly/ The 

V last one which 1 received was March 10th of this year, 

•' ‘ r: v ‘ ; 

-ufrom the General Aviation Manufacturers Association, 

J. • -4' • • .. 

; which consists of 90 per cent of the companies operating 

in this industry. , ► 


xt is tha most complete set of facts on the 
general aviation industry and includes not only the Big 
Three but all other industries, at least those accounting 

) for 90 per cent of the industry. 

;•,«* ? * . * • » 

v The most important point here i 3 , as mentioned 

earlier, that it is true that the Big Three accounted — 

.■ ’ v: t-'*' T * ’ 

way back in I960 ~ accounted for 92 per cent of all units 

- In ’66 it was 88 per cent, and in *69 about 88 per 

% / 

, cent, so fairly consistently do the Big Three account for 

; that proportion cf the units. 

•■y ‘‘ i j.V . v * * r 

However, obviously in terms, the revenues that 
^*hey receive are much more important. 

' * i.' ’• * 

-•» 4 » * - . - 

, Many analysts in this particular industry don't. 

: to ° muc:i attention to the units because, of course. ‘ ' 

revenues are the gross figures from which they earn their 
net income. 

. i. • f 1 **.’•*’, * 

I cnink it is quite significant ^hat at the 
! . . . „ . 

beginning of the period the Big Three auuuunLm.L for 90 


. V.'. 
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:*** Cent Of ail industry but ln 19c , u ^ 

*° 66 PCr Cent ln 1968 - -r « pet cent 
" ' IS therS a " “ Iplanatio '> for thin difference 

*«—» the p accent age of units end the percentage of 
billings? 

A Yes. The business aircraft- « i ^ 

xrcrart of general 

aviation, particularly larger piarea ~m 

y • ar * e ° and particularly iets f 
v »« «*3 area of -p Q *-***.*> 

9 “ watMt 9rowth ' «nd it did attract 
competition into the indinfru i 

‘ try by oempanion life 

Icckheed and the others vh'ch 

h “ Ch are ln ^seated here, and so 

tiiey had come in and wore takinc a i ^ 

5 a larger proportion of 

bijiiiigg, 

I 

It .13 interesting — no t ^ r 

J-ot tae unit3 — whi-h 

indicetes tnat tnoy uero goi„, £or the larger ^ , | 

T“" " 319 6 :iU - - same percentage ' 

of units. 


to — 


3 I would like vou to wave* ->r^ 

™ Ve ^ong, p r . Bellemore, 


A C °' ,W 1 m ' r ‘ tlcn one more pointy 


’ It dees show that as of 196 * 

_ ' Pl - 3er t/as accounting 

Only ,17 npr if . •» , 

"' ,e hilimgs of tiiis industry. 

Q All right. 

A*"2 and iv~3 are ■» 

-w«txstical computations showing 


r :uTr . 
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*>'• ^ v A 1 wanted to take a long-term look from 1950 : 

y *£ .1 '’ii: »* ' .;?•'* 

w-d' 1959 to 1969, briefly, at the sales and units cf 

>"■ . ,* ‘ . 

•’V i. the ilig Three. J ■ V*. 

• j • ; : Q Is it true that these tables relate to the facts 

. \ . 

• ••.which you have testified to now? 

. * 

*■ *• V. ' • • 

. A That’s correct. 

‘ 0 hcv. r wcu..d you look at table A~4, and X ask you 

' • * ■», ■* 

whether table A-l contains information that is beyond what 

• ' « 

^ set -orth in the other tables, to which you gave some 
weight? 

\ N , 

. A Yes f sir. 

»■ . 

•Q And would you tall the Court v/het it i'says? 


A These tables on unit3 shipped, and at the bottom 
< of the table, industry market segmentation. I point out 
first — 

• -• Q Is taat in millions? 

»»•’*., * 

w -i) . • 

r : v A Yec, sir. ‘ 

.v Q Anc. that, is «n billings, am I correct? ’ 

^ * * - 

^ 7.i\& -Otc.l —— tr*at. l 3 all in millions, sir* 

1 * . 

•j. ■ . * *. 

• . Q All right, sir. 

So that where it says, "Cwner-.flown 3 incle ' 

' ♦ , ** 

s • • » , * . 

engine* -c place $8000 to $14,000 class 1, : * end it 

t r . • 

.^• snows 13*39, that means $49 in that class in that — 


t t 

r • 
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- ' •» "f 

That means $44 million 

- ■ * \ 

• r >:* f„ ;■ H 

$44 million, right. 

• ?t* H •'*■{>. 

; A 

^ F * #• 

- * ' - 4 , * 

Yes. 

Q 

Now would you describe 
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herein? 


: 13 

• *: • 

M4 

15 

W 

% • 

* X 

•»*7 

. i6 

•i ^ 


■ ’’ ’ ' .** - V . f * € . 

'V * he P°i« here on analysis ia : .-; r : . 

' ^ Sia9le ' a:,sina plaias ’ «**«* amounted for 46 per cent ' ’ 
f. te x»«6 .»* a larger percentage earlier. 1 „ collar uolusne, ^ 

!: accounted for only 34 per cent in 1969. ; . . * 

r, . The so-called light twin engines - those are ' . ' i V 


the 50.000 to loo.ooo Class, and 1 heliove x / 

|. |i~t earlier that the highest price plane that Piper has 
. S.9 the pressurized Navajo, about $.116,000. 

I r. : '• Essentially it is in this 'class. ., 

•<’ Thf?Se accounted for 26 per cent of the billing^ 

. in '66, bat in lSf,9 only 17 per cent. 

. * • • . * • 

j ' . to voile 72 per cent of the billings in *66 *'■’ 




■; jo ! *• U per ctnt ° f «*• billings in -66 ’• 

, ; were $100,000 — 

' 21 j : : i- X *• ; : 

■; a': I : ' * K C0UET: 1 i ust "Han't follow your lest' 

n ^f ljurea - ®ere are you reading from? 

.■a, taking — (indicating). 

* [ . . THE COUNT: All righ .. 


• v 

* +* 
*, i: 

* v • /. 
■ V 


' Si I mQ 


« . fi * 

, I ' 1 : 


Wc. .id you "lr.rk for thp pn t ,yf o. v ^ 

ur tlie court the percentages_ 

' / • •<’ 

southern district court reporters * \ . : 

Uf-‘!T?c States Court House .. 
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THE COURT: I have it now. I ju 3 t couldn't:^ 

• ■ * <■ , ■ 


V..%•»*. •* *v' . * % $ *• * • V 

• * ® HE WITNESS: I am sorry. Excuse me. ' V ‘ * r'* 

5? V»n*\ ’ * ■« • • 

• VIlV,: ' ■ '• J ' •' 

• . V • • . 


THE COURT: All right. 


■ ’J? .. i k » A.* ■ 

, A | (Continuing) and under, only. 17. per coat - • 

t**T * : ' * > •: 


r \ i ' *, 

y . 

‘. were in that group in 1969. 


« , »' 

I am wondering if I am a little off. Had 1 


mentioned the 72 par cent? 

,s *' 

.! , • t ■ .i j* • 

Q no. 1 • .• : 

r* » . » .. 

». ; * . \ 

... ' A Sorry. - . 

c .«‘i • * * l * • . * l 

i ., ; •. • r 

«„ I. . :: ‘ 9 Why don’t you give your percentages!' 

3 . ' ' i: - \V' ■/' 

A Y< s. In 1966 the group under 100,000 repretentec 

^,72 per cent of all billings but in ’69 only 51 per cent. 

* , * * 

v ■ . 0 And it is in this market that the Piper line 

v exists under 100,000? 

?i - ' * / * V* 'f *, • 

A Yen. All the planes are inthe 116,000, I believe, - , 

». • . 

bp ° tor the Navajo. They of course had hoped to move it 
. Into thrt 200,010 cl?as with the Pocono, but that was ’ 
aborted • >‘ 
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V ‘ , • ■ 

5/..; Q Now jus ' to raake aura that it is clear that yon 
8& i’ in 9 that in 1966, 72 per cent of all the billings 
.'were in the under-$100,000 class, and in 1969, that 
percentage had shrunk to 51 per cent? 

f* * j • • ■. /. 1 t 

7 ' ;l 1 A Right, yes, sir. : 

.i. M . • *’ 

T* '• A - ■' * 

Q And the balance, therefore, was in what you 

* • , * 

•called the 100,000 to 480,000 class. 

f ' . 

A Yes. 

F.YAN: Excuse me, your Honor. 

' i 7 •. 

’ ‘ When you say 72 per cent, is that the : ...total 

billing3 you are referring to? 

Till-. WITNESS: In all cases I am referring to • 
the percentage of the total billings. 

&K. liyAN: Thank you. ’ • 

• * ■ 1 * *. ; 

• *'. And in dollar figures? 

t • 

THE WITNESS: Yes. 

i • 

• r 

Could I. cay ore more thing? . 

,,n c “ e;c v ’C>r‘s, the 46 per cent plue the 26 per 
cent. . \ ••• . . 

7 VJoulc; you like me to explain that a little more? 

i- • iiR. LItiAN: He willhave his turn. 

THE WITNESS: All riaht. { 

^ * i 

Q significance, if any, did you attach to this 

Change iti the market figures? 
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r ‘ * 

» 

A Clearly this shows, as did other information^ 

v;. ,• 4 

that X saw, that the growth in the industry, and in my 

•; I.*. v - '•••* 

t ■■ t 

judgment the continuing growth, was to larger, heavier and 
more expensive planes, which I assume ia why Piper tried 

to move into the $200,000 bracket with the Pocono. 

• - .* 

. . ■ 

• Q Your next chart or table, as you call it, is 

• ,+r * 

• * • ’ % t 

A-5-A, am I correct? 

i;- ' A Yes, sir. 

U And just tell the Court what the purpose was 

.1 *. 

of breaking Oovn these sales figures on a monthly basis 

'4 * 

and yearly. 

1 * . 

A We1..\, in analyzing an industry and a company, • 

I may be safe with valuing a. stock with only interim 
earnings, net exactly at the end of a fiscal period, and 

.t ,' 

• . • 

not knowing clam. 

So 1 tried to examine if there, is any particular 
seasonal factor in here. 

« ' \ ' '» ■ 

It- is clear that July and August and to tome 

* 

• *• ' 

extent -emb and Decunber tend to be lower months in 
this unit production. 

»*’ ...**• 

Q And is the sane true of chart A-6-A? 

A Ye5, sir. 

, 4 m ' • % 

t : y Q How that was to determine whether there were ' 

; .. * ► 

seasonal swings that raight affect a judgment here? , • 
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^ Ye3, and I wa3 particularly, of course, lookl&a 
. *£* V % • - ,V 

before we had all the figures for *69, and 2 

^ ,t V ■$* *. ‘ 

wanted to make a judgment on earnings at that time, 

; r.'. Realise we only had partial figures. 

' ** ‘ ,**..*• 

,»• } «♦ V • 

‘ . Q - Now would you turn to chart A-7, which ir your 

* t * « 

v concluding chart on the industry, and I would like you 

* -i. A ** * • f 

, to point out to tlie Court on that chart the facts to 

* ? , v * 

vbi.ch you sttcichtd fiiofniJJiccucs r 6.*<pldin v/hat the ch&xfc 

*. • 

. v . is and how it affected your judgment. 

“ 4 "* r 

A Th.i b particular case I — 

' • • 

'■ HR» bl^AN: Do you have that, your Honor? 

. * 1 

* 1 * f ... 

• THE COURT: Yea, 2 have it. 


(Continuing) 


I wanted to take a vary long 


look, and I took — at the financial record of the Big 
Three, because these ara Piper's major competitors. 

r* .1 

As I pointed out. Piper operates largely in the 
• 100,000 plane group and has always 3t:?es3ed the small, 

0 single-e.tyiaa plane. 

<t\ l , * * . 

3ot even here Cessna for the previous ftur or 

j 1 

fi.vts y^ars hc:d bacome the leader even in that area. 

; '' V- 

So X looked at 20 yee.za, but I stressed the last 
ten, and right through my study of the industry and the 
companies it was clear that we had major changes from 

; the ’uid.-i.9S 1 .'’ 1 s on. 
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To be specific, the industry made its peak in 


, units in 1*66. 


■ •> 


/ ” v • ' 

\ Vuf 7 > • Actually, Piper in 1967 — the industry had . 

> L *- '*»! ' *V ' * *■ i. j ' 

Soffiething over 13,000 units, and the number of units 
was declining ... even though the actual dollar billings 
were rising. ‘ r 


1 y v. 


So we had these major changes beginning at that 


point. 


*• .» * t, 

} I also wanted to look at any of these items. ' . 

> * .1 : 

.so I took Piper, Cessna and Beech and in the first case 

of their sales there, the total sales, and it shows that 

i- I r 

" I , » * * * 0 

Piper rose from about J01 million in '63 and a slight' ( ■; 

v | » * * • 

.drop in ’67 to 1C7, and you can say that basically 

\ the record of Piper was good in terms of gross sales , 

r • *. r 

, ‘ to Cessna and Beech. *• i, • 

: *. f. *•»..** 

In other words, that was a satisfactory record. . 

I ' ■ . ‘ . . • : 

However, when we look at the percentage of • ■ 

I j . • i: \ 

operating income to sales, we see a serious problem because 

*'• •; • : ' - ! \ ' ’ .i 

in the mid-'eo's this operating profit to sales was'.. 


.• running aoout. 18 per cent to 19. 


It dropped substanti- 


- n '67 as:< l ther.went horizontal and never recovered in 
. tnose thme years, and of course became a heavy deficit in 

* • • •. ^ T ' • , i* 

l:i970. ! ‘ : 


k ' */• : < 

r * *1 
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H Q • Now B stands for Beech. ; • » ' ' - 

# * ^‘ * *• » •• 

*°“ “ y 8 th ° re ‘ WOUW y °“ < “P lain whether 

f #” are “» £actors that You considered in connection v ■ ' " 
.With that figure? _ 

• '\ m ‘ • ■ 

' ' A YeS * BeeCh had a long strike * I forget just 1 • ; v 
. how long. ; t ' r •' 

* • \ , i . * w • ' * t 1 ' ’ 

♦ /’•f ^ "V • -V 

Q In 1969? 


Yes. 


4> *«**... 



i %£ ■ ’ As 1 pointed out cariier, while ceeene has been ! 

• ^consistently the leader in this industry, I always want ■ 

f.'P kn ° W h ° W Chs <*"P*V I an comparing would be to the* 1 
leader, like you would compare it to General Motors in' , ‘ 
the field. 

i ** * 

. V In net income after taxes, of course, it shows 

up again — these ate in million dollars. ^ 

» . . 

‘ In 1 id ” 60 ' like in * 65 ' Pi P er had a 6.87 million 

• income after taxes. 



’ i : 

< 


Then wo noticed the next year it dropped to . 

. 2.SS. . That was tiie so-called mini-recession. * That is,' 
economists don't legally define it as a recession. 


was extremely mild. But there was a very drastic 

■decline in , 

liper s net income and of course Piper's net ■ 
income never recovered to that level in the three years 

.before it went into the drastic '70 decline. 


lie *,* 

A . * . 



■t 
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Q And with respect to Cessna? . ' • 

• < : 7 

A I would like to point out one other thing again. 

* ‘ ’ . , - ■: u 

Recessionwise, in the first quarter of '$0 to 




; :a 


; K) 

. >' •" c 'i 

• n 


7 . ^* e first quarter of *61 was the recession* and yoii can 

i r> K •*. T •• 

** t ' * 

\ again the cyclical factor for Piper over the two 


Other. 


Its net earnings declined from 3.52 million 


to only 850 thousand, 


7 13 

■ 


4 :• • 14 

• •. nr 

- •* •/. •» , • 

; « :J8 


'• ,20 


.. -21 


*1 • , |4 


24 


| • •’ ^ ■ Wow in the case of Cessna, it did reach a • * 

• .* .t ,■ ■. > 

peak in the percentage of operating income to sales back 
■' v there, but it kept a pretty good margin and the big thing 

- is that its income in 1969, net income, was 15 million • 

. . • 

against only 11 million in 1965, or almost a 50 — 40 

. . • • • •»*».» 
> * - . ,4 

per cent-some increase. . * 

V 1 The next column is net income as a percentage 

\.r \ • 

• of sales, of total sales, what i3 finally brought down 
to net for the stockholders there, and here again the . 

k ».. V •' 

percenLara, which was running 3 to 9 per cent, not only : 
7.’ declined sharply in the very slight recession to 3.4 
per cent, but never recovered. ; . * 

• , * ** • i • • 

♦ * ‘ 

. j f Evan in '69 it was only 4.5. 

% 

;\v. [ TI ' 2 C0u RT: How &o you explain to yourself the 

,40 per cent drop in Cessna's income between '69 and *70? 

* * 

Tlis WITNESS: I am sorry, your donor — < 


SOUTHERN DISTRICT COURT REPORTERS ' ’ • , , 

Unit id States Cot rt house ' ■' ?;' ‘ 

FoLev ouare, my., MY. 10T07 TELEPHONE: cDrtlano wseo • ’ . /. 



A J 


Bellemore-direct 


V i v v 


i t 
-* • ■».; 


THE COURT" Read the question. 
(Court's question read.) 


• r • 

IHE M1THESS! Ihis inauetry, ,nd I have a'char 

* hOW ‘ i * Very Cyclloa1 ' anii beginning in *69 we had ' 
,e recession, which I indicated first had been indicated 
.. bjf a 36 per cent decline. 

• i • .( X- . 

I ' f: “ vas Vety drasti '- m fact. Piper's unit 

neles i„ calendar '70 declined only 1.675 units i„ that. 

: the whole industry suffered, but in this period of 

; ‘70 Piper relatively suffered more and even brought the 
Industry figures down from, say - i would llave to oheok 

tlW fi9utes l -'-c. 1 have them later on — 38 pet cent, 

white Piper may have had a 51 per cent decline. 

> th» industry is cyclical, and that was ; 


*; : ■ 18 satisfactory, your Honor? 1 ' 

i . .■ THE COURT: Soil, if it i, cyclical then why ar. 
you comparing ‘£5 and *7C? ' 

: ’ hE WITNESS: 1 an essentially comparing *65 

with ' 69. iiy valuation was of '69 there, and i actual 

estimated »y valuation, but you have to look ahead at ! 
these cycles. r ‘. 

T. had to estimte in *65 they actually cane out 

with a loss of 47 cents, but essentially I have some , 
70 figures in ll3re . 


*• 4 .1 


: -<r •. 

,*r.. i!, . 


i. 4 -: 
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That was the reason for the ‘70 decline 


‘ 5 ■ A Again, in — the net income per share for 

.' w 4 • •’* ♦: . + ' i\ f * ■ 

^9 " . 4* . . J , .» H 

Cessna rescued a peak in 1965 and '66 of 3.$2 and 4.23i 

* -. ■* „ i h , 

That was the highest on record. ’ *< . " I ■:*. 

i 4 ‘ v • ■. " .. A 

A i c. 

' But it ne t only declined drastically in '$7 

‘ j ■ • j» 

,f» • ■. a’ * *. j */; v 

hut even in *69, even though their sales had gone up from 

:• * * * ' 1 /. 

80 million to 107, because of the shrinking profit margins 

• • 

. • • S , . 

and consistently through this three-year period, for .* 

. » • *;-• l *. •» * 

example, in 1368 they earned $2.36. 


They had earned that much in 1960at $2.33 


to the 1960 level then 


. Than in 1969 they got a little higher, but 

Only about 70 per cent of 1965 earnings. . 


far as dividends are concerned 


$1.50 in I960 and then $1.40 for the next three 


divident , v»eru up consistently, so that in ’69 Cessna's 

j , : 

dividends were 22 per cent above what they were in *66, 

.>•?«. a 

and Beech's dividends were 63 per cent. , 

v _ v: <' •. 

•s Q Do 7 reaci your charts correctly as shov/ing that 

in 19t>l Piper paid out more in dividends than it earned • • 

r - , » • . . ..... • 

per share? 


SOUTHERN DISTRICT COURT REPORTED 
U.mitc d States Court House ' 

Foley Or,- are, MY., MY. WXF Telephone: OOPTLANC 7-458) 




* 

4 

“•.> n * 

• t. 

5 


, :* * 1r *,.-f Vf »• •* ,v n 

. *• J Bellemore-direct 3408A 114q I 

' . A,! ' J > V 

. '• *7 . A Ye «/ sir. v ; H’l 

v;<; % •: . _ it ' < ’ <> 

° N °" haVl " 3 looke<i *‘ «*>•• statistics and made 1?’; 


analysis, did you then look at Piper? 

“V • •*' * . 

. •?* • 


I have a large chart — 




v'.. ^ That ia a - iar 9 e blow-up Of the chart that is 

i • 




If - f. 

chart a-1? 


r 

• : 


. A Yes, sir. 

'• 1.. • 

,* y:.v ° The Court has that in its book. 


’ ' ;toUid Lt be ea6ier to show this, to refer or - 

show this by referring to the chart? 

i, 

u -..V A This is a duplicate of the chart marked A-1. 

* l ° £X?lain What tfce lines ars to the extent 

.it is not perfectly clear. •.'■** • 

• • . ‘ - . * • 

; v- MR. RYAN; Excuse me. Mine does not seem to . 


1 • K M 

■* 


:> be marked. , • * 

. ,y- Are we talking about the same thing? 

X Juat oxpUln which ha l« yoo are covering first,: 

V‘0r. Belleuorc. .. W *;.*• 

’ m- .v ■- 

A Fi: ' st ho3d ifc just Slightly there. ! . . - • ? 

I*. , * * # V ' **.• 

Viw :>ottom chart shows industry units produced by . ? 

the industry and also industry billings. ' ' i ''A 

As I indicated earlier, you did have this increase fi 
; »P to a total peek in 1966 of 515,000-plus, and that was . • 

a V j* 't' 


■ the peak in units, and then a decline to -69, of course; a 






*' r, • * , 

" V* ' 


LI 

il' • 
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drastic declii e afterwards. 

on the other tend, you have billings, if you 
9 o ell the way bach here to wss - you had billing ln 

-.a year compounded there, and this cnannel - , 

, ® trend channel ? 

A This channel would be hero, 

•* Q The tre--'d i . . 

Unr ‘ al ia on this blow-up in blank, 

’ am I correct? 

; A Uo, the cliannel would be h«-a m „4.u 

in other words, 

hatwean the top and the bottom — 

Q L3 the channel? 

A - wo have a lino to show the trend, and as at 
^tter of fact I project that this trend is going to 
continue at around 7 and a half per oent. 

It else,, however, shows the cyclical nature of ■ 
this industry, which x mentioned earlier. 

Th * :U8S de:Un ° «“*»« We had a recession 
In ’57 - •. - from mid--57 and •«, and we had a drop i„ 

^ J*isO htid a, fl'ir ^ # 

uu a Ilnur r«oe.«,ron the first quarter 
Of '60 to the first quarter of -si. and that shows up 
here. 

Ahl then we had in -66 and '7 vhat was called a 

SOUTHERN DiSTRtC: COURT REPORTERS 
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' r 3 • *'•' i: economists don't designate it k« 

• ’ oross J ce At because 

• " • 3 ^ OS0 national produr.* 


1 •;* 3 •: V economists don't designate it h« 

•' • Srosa ~«onal product didn’t a „ 

■ ' “ >*>* it wan , f ° r three «“««•. ' - 

At was a slowdown in business, and tha*- aha > 

■ ' • hers. “ aho,n »P. up 


6 


9 

. - ic! 


■ il’- > ^ We d ° ,MVe thia cyclical factor. '• >' f u 

, £ ^ important thing, though, is ^ . : 

this lona have ; 

9 Srd -"though the unit,, p icked up ^ : : 

the progress to larger me showing 

' ’ raore expensive planes, • 


tion? 


•.ns COUHTi Jg «-ha4- 

t •»/ ">ore than just lnfla- 


13 j ' ■ i ’ *“ W1 ™ ESSi a Ar. It is a • , 

there because tho bit more 

, u the actual power of the pUn „ ,. , 

■ • the planes -he " ha S12e of 

15 >' -* " h - Peesengar load — it is ,11 . ' 

There is ar a, together. 

* • inflation factor i„ there but it is * 1 *. ' 

factors. XS • niao other 

• 17 

ip t i' . ® Nov; the second half the *. 

the AhAf of the chart, 

19 B^Hcjpore -- 

■ [ , jt 

' 20 ' • A. This shov»^ tho K.-n- " • * > ' 

, '* le billings of Pi n<,v * ■ - 

« . Unita > it is . very Simi- ' , ** ^ 

V » Pl ° ture to the industry, ■ 

; * | actually gurte simi> -r -s ■ 

. 23 ' " 9 thS 3ame cyclical fluotua- 

| tiens and actually . ,aod growth trend. .. " 

However, when you come to earnln-. ' 

•* I Eee chat in «*«* earning, per . ' * P ** Bh “ e ' *" • 

P -r s are were in a relatively 
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They moved up to a peak with the industry peak 
In units of 423, but because of shrinking profit margins, 
for example in 19G8, there they were coining back from this 

# . J* V , , * , 

\ i 

decline, but they still went — the earnings in '68 were 
approximately within a few cents of what they were way 
back in 1950. *''■ , ‘*'V 

*; y. f 

• Then they did go up to 232, but that*s only — 

>% 

yes, only 6C per cent of these earnings. 

; So while on the other hand Cessna's earnings 


kept going o.i and the.it dividends were going up in this 

period after “05, because of the shrinking margins, their 

• * . • » • 

earnings vers only about 69 per cent. 

Ar.d then, of course, apparently, I think, you 5 
could foresee what happened in '70. 

Q Wren you saia "their earnings," you were reforrirn 
to Piper's? : : 

A Piper's earnings, yes, sir. % . /. >_ 

Q did you in your table P-1 break down — 

is that your next one — did yoa break down in table 
P-i. the salas of Piper by the models? 

i; 

MP., Does your Honor have P-1? 

v • t * 

MF. RYAN: The chart? 
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THE WITNESS: No, the table. I didn't bother 


_• with that one. It shows the sane thing. 


* 1 V 

ij :• . 

> • 4* . 

f h t.i .: . 


V MR* LXHAN: 


I4R - liman: Does the Court have it? 
THE COURT: Yes. 


it* t 


!,;j? ;^0 Table P -1 sets forth what and for what purpose? 
Vi-’ ‘ ' What 3i '3nificance did you attach to it? '• 

|: ■ :■ * I wanted to take a long-tern look at the actual 
. units Produced by Piper i„ this period there. ' These are 
. *iper reports, but I checked then also against the industry 
figures, which cone out about the loth of the nonth . /' , 

, following for each nonth, showing every type of plane of 
every manufacturer. 

% 

It is clear up to 1959 they had only - j 
sorry - up to I960 they only had single-engine pianes. 

•• Then they began to try t< move into this upper 

bracket, actuary u P around above the 30,000 bracket, and.' . 
-h_y brought out the Twin Artec, which they have modified, v 
and sc forth, which they have continued to bring out. • ' 

'• Then you go from that point: The next plane 'that 

they brought cut into this type of market, which was a . 

9rov?ing Piarjcst. wst in 1 qt? ., 

* wa. in 1J63 - they first brought cut the 

Tv:in Comanche. • 


• : > 
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1 


. * V | T, ^ 

.v' In 1964 ' however,they reached the next year — 

- .|Aey were just starting to produce it in *63, but in ’64 

’’V : • s 


reachjd their P©ak in units of that particular plane. 


* IUld WS ° an SeG that they have not s old nearly half — 


Por example, in *69 they only sold about 50 ' 
per cent of the Twin Comanches, even though thaf was a 

• 1 . . ,|i 

gocdyear, as tney head back in ’64. ' 

v- r ^ e next step into this market was the Navajo, 

• which came out in 1967. and from all I have read it is a. 
good plane and a good competitor. 

Sc they have moved in this period, certainly 
rather slowly, and actually with problems in the Tv in ♦ 
Comancne, up to the 100,000 bracket with these urits — 


models. 

« ♦ .»* l i 

Then ' of course, they did in their *67 and *68 
annual reports and even in the industry figures for 

prices, they gave a great build-up to the Pocono as moving 
above the 100,1,00 class, where we are having the substantial 

growth. 

... - 

Q NO' : I taka it that the charts that fellow are 
the price charts, that is, chart P, showing prices of the 
Piper models? 

A Yes. And P-2 — I h<\ve the actual prices. These 

t i 
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ar6 approximately — i had some price lists, but again - 
the industry also publishes price lists, so 1 wouldn't 

say they are exact to the dollar, bat assume they are 

*• * • * 

approximate. 

. . ‘ ' - /• 

f • ,* • •* 

, . • And what it shows first — the single-engine 

planes up to about • 30,000, and Cessna is the big com- : • 
petitor. 

doesn't compete tec seriously in this 
area. I-. g , :as V here .it is more profitable — in the 
middle engine group. ' 

t 

And here we have, as I indicated, the Twin 

» » 

Comanch {-.he Aztec, tha Navajo planes up to 116. 

Then, below that, it says that they don’t have 

anything. 

t • 

Tney had intended entering the Pocono, while 
beech, of course, has quite a number of planes in the 

price class, : 'or er:amp:,e, 160,000 to 200,000, and also 

* 

has three planes in the 400,000 to 500,000 class. ■ ’ 

% 

Cessna has twe inthe above 110,000 class and 
also has another plane, which is supposed to come out in . 

September, -o be shipped in September of this year, ’ 
Citation, about a $6^0,000 plane. 

» 

Q And table P-.2-A sets forth the percentages of 

SOUTHERN DNTP'CT COURT REPORTERS 
,< Unit;:o States Cttj«T House 
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•» ' i* 

•. '" 6 ' 

. r. >. • -. 
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, ; 5i 22 bellemore-direct 3415 A 1156 

$ * aold Ly the three companies by these classes of ' 

dollarplanes, an I correct? -)•< • . >. * 


r * I -V 


• • .V; 

« « * • 


"« '■ /•" A Yes. 

"■ 

V-***!X‘ • And table P-2-B-1 and P-3 and P-4 are further ! 

• r V‘C . • 4 V , 4 * »t • •;'*"! 

: 5:r , ^?^ doWiS on P rice tables of planes and models of planes 
by the various companies, am I correct? * .V 


• ft . 


Yes. 


'• ; 

• * , V *\ 


Yes, sir. 


" 


t 


’ >• ' ',V 

: ; 

• .. •. . 

< . - , .* 

: :i9 


?: 'v i 

4 «t * 1 » ’ 


*' c: 




• *21 


1 


Ts • - ' 


24 


.» .. ... 


: • > . 


i.v‘v.% ‘v 
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: ■ ,• i' 
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•i ;* 

; .. u 
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Bellenora-direct 3416 A 1157 
I would like you to turn your attention to 


which are earnings figures, sales figures, 

rvl’* 

would you explain that to the Court, describe the 

* 4 ■»*'• y , • ». . 

. *;Sign£ficance you attached to it, what conclusions you 

p >• >- • "* . . 

*'• Reached? ; r ' 

. ■ «> 

■\ *,*r. % i > . .. t 

A Among other things, when X am valuing a : 
security I like to look at the information available 
to financial analysts, like the annual reports and the 
inti m statements, and one of the firat places they 

• * .• v » 

turn initially is the Standard & Poors standard listing 

, * * 

stock repoits. The last one I believe on Piper, at 

..least the last one I could obtain, in valuing this stock, 

was May 20, 1969. Once the stock ie delisted, of course, 

% * •. 

; they don’t issue them anyway. , 

i 

■* * * 

Thls shows the record of Piper but, in addition, 

*f , . 4 

inserted in lie.*: 2 are the earning 3 of the Dow Jones 

• * f 

• 9 

er- 5 . actually tVe armings of Standard & Poors 425 

• * # • 

. industrials oJ.oroly parallel that record. - «■ 


t* • 

hg:. n looking at I960, we see that tha Dow 
Jones earned about 57. »<8, and earned slightly more 

' ’ ,f • 4 

in 39^9 cigar-.nst the. fact that Piper only had about 69 

i 

per cent of ifc« *ec earning.?, 292 being about 6p per cent 

■ of the 423. . ‘ 


Rif. ?t : • 


2T 7 ; r; .T XiftV "SfiCaTEiiS 
; *ta*j:? sGe:«r' • • 

<&V,HAND 745^ 1* 
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* ■ ‘Vi* v ' 

5 \ [ 

11 . *.~mr2 




2 

3 

4 


: 7 
o. 


^kis Standard listing stock report also 

*r**s the price earnings ratios at which that stock 
' *. . , 
sold, and it is interesting to see in this period from Ha ‘ 
,, * . V'.; 

[i 6 3Rd that tho price earnings ratio of Piper 

did move up. y 

'* r \ * i ‘ 

y° a looJc the earnings record and the 
9 S dividend, reco rd of Pipar versus Standard a Poor 3 422 of 
:0 ■; the Dow Industrial:; for Cessna, it obviously couldn’t 
have moved up on an earnings bar-is. in the 1960s, 

t 

particularly the Ir.ttar part, it was tho biggest merger 
13 | . tomat wa «ve h,-.d )n our liintcr/, a» big area of the 
W ; j conglomerates, aid they were extremely popular on Well 
!5 | straat and candidates arr msrgor; tended to reflect this 
>6 8 factor rattier than the earnings figure factor, which 
57 !' ct cours ® is for tie subsequent decline of the most 


?u 

■ 1 

of the congt.Jt ■.:/ 

•v’.-e 

to 
• # 

they were not n 

UBS > 

2a 

f-cquisitioas. 


2 : 

0 If 

you 

zi 

Piper's high o'* 

it- 

23 

to the Dow Jen* 

.i c 

2i 

A Yt;> 

1 

a 

23 

Q Pur. 

it- 


J r you lock at. X.2S7. for axarple, you rr.ov; 


^^t low was ^2.2 cc-rpared i.o 14.6? 


I < 


'H: 


- r • : - w-r t* vr* -•jw.tisr 

•«-if -..'T Si/,S'* 

-■y c.fM>»<c.*b5jK 


*• 


T 







; -• ’,4** "A ■ *' ir 

f " 4, • .‘i • 

. »'• '4. * ; .'r 


•• •••• *• 


Bsllemore-direct 3418 A " 


2, ;• •••■< • y' •.*; 

» * $>' ; •/ \ ", 

a Rioht. 1 • 5 i: •£.•.•V 

• r •* v ; ■. 

.,1 v 10 Fro? 1 . '€6 through *62 Piper sold above the ; • •» 

: . * ]!:• ..1' \ . Y • < ' •> 

' ij-Jj Dow,. Jones ratio both on the high side and on Its lord side? '. 

» : • !•'. ■* ■ . „ ;•» ! - • • . j- ■ , »’• 

, _ S-* ■ 


a V! i A- . Yes, sir. The reason I have *69 the same, •*, • 

: : x \ \ • VV 

7 '. I an assuming as of the summer and not of the year •'59 «. 


• , ; 7.' 


. V:./.• i 


d 'u.-fdjrNthose figures. 1 ' ^ 

.. ‘ •• . v' ■' • •. 

'• • ••• V ' • . • 5 . ’ 

• • i -4 •••. 

*V : ' • * )• * 0 You saxl, do I understand you, that your . 

I:/ V ' 

jq H- t - opinion is th~h this i3 the result of the merger movement. 


You. sail, do I understand you, that your 

'•*> •* ,• 


il j,?, these higher ratios. for Piper than for the Dow Jones?. 


•• ■' '• jjl' y 


\2 n rr A 


Y-i-s;.. The tendency is if the stock is to sell 


M 


in relation to their registration, and as to Standard & 


>4 J! Peor 3 , but you got fads and fashions in stocks and these ’; 

■ ]5 li conglomerate mergers was a fad in thi 3 period. 

i- 1 :fl ’;/« . .. . ’ > • 

•'.46-I .ii' »• ’ T.*IS COURT: Is the confidence and assurance 

♦7 I cf the public in the management of a company a factor • 

I.'* • . .' <■ • • 

>*18 3 • in prit e earnings ratio? .« . . 


.tit i H 

19 J' 


THI', WIT>'ESS: Very much so, ye 3 , sir. 

TII.5 COURT: Does that indicate that during 


• *jj t thorp tbre'? yei. ro the public was evaluating the riper ' ; 

.* ( i-k ' 

22 , jj .j- management s.nt. us compstenca on a much higher level than 
23 S' tha average run of th.s Dov- Jcner securities? 


•:.« I- 


THL WITNESS: Absolutely not, and if I can ex- 


25 f .plain why, -_.il nanag^aant — 


mi s 


* ' ■ , * 4 > . 

* v -I — 

# • t • ■ * # 


SISTl:'.! .«?.? f^tVORTERS 

ilvir :sv S’- 'AY-oCC! ift f iiowc 

’ Vr.:TL' * ; iff. &j*?> Tct RPtPSSt *7?srt^o7-€30 


I •*. 

: » :• •' 

. 

• h . > • >, **• 








•war.-yrr?; • 

-1 *? ‘vijS 

j.a . * f .. J* 


o 


■•.% rr z *nv*.» 


^r«r^ ’ Bertemore-direct 3419 A 1160 

; >v,v| ••>••• ,e • . * s-.jf 

< •! 3 *’» ; * * "THE COURT: Well, the figures would indicate 

- ; •• i ’ «'.• 

. . / : Kr •! .*.•„• \ .: 

“1;“,;’. 1. • *' '<• < - ^ • !• y.^. 

*;•; ] ••'**/, 7112 WITNESS: Well, sir, the only thing 

f*' :, \ ? ’'U 

vi 6 ; | ’y:th«t“i»anagei»ant — **;>*: 


THE WITNESS: Well, sir, the only thing 


ly -.r : • •' -• '• ">• f;»•••. ~ 

•:J'7 • . r ’ THE COI'RT: Am I right about that? ' Do l? , v 

• •; i- ‘ • ,r .•’• •• i 


S I 4 rodd the figures correctly? 

' V * ./1 ’ # r- , ‘ 

» . * I * '• »’ «> * • 

* .9, i " ♦: *: - the witness*. no, sir. 

■ t;:- : 

?0 TR • COURT: We] 


-w .!. , 
h rr • ' 


• f 


?0 j ■ TR ’ COURT: Well, haven't you shown that 

11, .during thoue particular three years the Dow Jones 

v-j • v • * t ; 

12 averages had price earnings ratios of around 17 times ‘ 
1 13 at their high? 

• ; V ] * ; y ' _ \ 

■; M , " .?'*/£. i TH/J WITNESS: I believe I can explain it 

* i •' «;• » . 

' J5 . ' ' Tr!i COURT: First let's get the basics. 

’ ,UJ > Do you show that? 

i v - . v* .1 : 

: t? V. . ;■ THE WITNESS: That's right. .* * ‘. 




Til COURT: Do you show that Piper had a 


• • • ‘ u 

i 15 jj •• price earnings ;:atio of 31? 

•' .. . 

•. •>» * • H ••••-- 


s l : • fi * : 

.. *1., - 


TIE WITNESS: 


That*8 right. 


' * 2* | ' r THE COU7T: One of the explanations that you 

I j 

22 | gave is that ir was a conglomerate and this was in a 
' 23 f merger period? > ’ 


v r 


MU. He didn't zay Piper was a 


25 | conglomerate, your Honor. 




i=. v kh:>o‘<Ta?;i 
, r^Ojt-.g;TWCfc^E 


1 , u;h tO}EY‘-X . '%H,>»r: iOfc'- OOlRT 




l : • 


;• r; | 

/ • ' .. . 


V 4 * 1 - 
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? J t r?u*5; \ Bellemore-direct 34 20 A t 1 

,r ) i| •! * * * 

; " THE WITNESS: No, sir, Bangor Punta. I 

' '• * r * * V“ I • * f *» \ 

,, •} *: said it was a period, and I didn't say Bangor Punta, ~i- . <-• 

■m——- m 

(, | <'• merger movement in our history and any stock that u $ 

• ? y | -i’jJ' [ : *'t • 

7 • would be a candidate for merger might sell with little ■ 

^ -? . v ■'' ' . 

8 relation to earnings. . . 

: ' •' ‘ >’. ■ ■ 

I i - ; This is why thav collapsed afterwards much 

■ ' y ' V I 

JO ! more than the athor stccK.. The only thing management 


IV* « UiVaa Uiaii uuc j owvwr.« ***»- --— 

• * t .* . 

; • , .* 

11 1 •• can do for a o;:npany is give earnings and dividends. ; - 

•• • 

j2 »j" Whan wa se ir caiagoment is important, we say IBM is the . 

•I J\ • • „ • 

?3 I top management because it produces the top earnings. 


t !• , 

\a There i 3 r.otc: .*g more me uagemant can do for a company 

• : % „ 

• •' *' , 

15 ij than give earnings and dividends and this company 

' H A ' 

If | . compared to the Dow, Cessna, was neither giving the earnings 
1} ! or dividend record and you have to assume it was something 


5S jj outside — 


19 ; | f* .h • . T iS CO'JF.T: What was the price-earnings 

| ratio of Cc.e 3 . 1 a during this period? 

2 ; | , 7JWITNESS: Well, as a matter of fact, I 

J looked f,<: :>. but I wouldn’t wi-nt to conrient without the - 


23 1 figures. 


Lo you ha e these figures aveili'ble to you? 


Nc — 


, •;< v a .? o -irr: r^tai •$*.: 

'• re: o'?vf'C '•"'•'r-vtc 

'; :• r. : >;;• 5: C£*n axd7499 






-mV 

r ?• <4- * 


I 

i ru ' r ® fcoliarocire-direet 3421 A l*-52 

' • 

j-, COURT: You erf* making a solid comparison 

I I , ; of Cessna and Piper all the way through, Whycid you not 
i • P u t c'cwn the price earnings ratios? * 

* % J* 

I Ti * s WITNESS: I ju3t didn't think it was 

important because when I locked at this -- in other words, 

• i 

I locked at the sa::rings reccra and 2 am sure it was 
’’ lower — . 


COURT; ioirer than v»hat? 

I 

*' J '•’.‘••’MKiS: Lower than Piper, but I 

! J u8 ~ ^ oa '^ w^rc.ant on it without having 

the figures. 

|| , 

•L‘.b; COURT: How do you explain tho fact 

|! i’tat you show ?:.i of these ;.»lus factors in f&vcr of 

H 

!| Cessna and v-i- a j with a lower prico-earninc-s ratio? • 

f . 

T . W.C'jiJESS : I belie*«» mv judgment, air, 

as a profesrio ir.i ..malyst: ir. ■'..hat we had a fad, just 
3xke at on* t... • ; we ud in fowling shocks — we had a • 

- • 
‘j 

;] f : * n - 1 - 'e.'rx. otcoku and ■' hone conglomerates , t of 

| courie ' wtM,t ' • N ' ^rf.cea in 1 ©7 and a -and then came 

•I down to abcuc ..0 per tmuL of what they were and arc still 

j| • <a ° wn in noi! - ' ■ <~ud iarastorc won’t have anythin- to 


do with the 


c.n -eri.-d of bn5.}. market wo have fads. 


* ■ .— •> * !.. . ',j'.. . 




r •> . ■- 













T 










’ r • v., - i 

r * * 
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; ; 


. ... 1 *7$ (•< *. 11112 WITNESS: I can get them, if you want 

■ i i T^ J^r*' . 


" 4 • vant to wait 

- • \ ' • 
t/v. • 1 V: ' 


5 | ’ THE C0UHT! I just want to knew whether 

• 6 you have those things available. ‘ ' > V 


« • * 


• • / . > You have them available, I take it? 

| *•• j 


: ; ? v- • * * 

: * 1 . 

r\ • r . 


V'- A 


Yes. 


i* 


« *«,' ; • 'i 


. I * „ ’J ... .. 

rT-i you can ma *e the computation at the '■ > • 


10 I, recess? 


. • * 7 * 


| j ’’ A .^Ix, I actually have the Standard & Poors 

’ aho8ts for n^ch and Cessna and it will show 

• *3’ the price. 

'•* : • v 

• M J ^ T *Kr . q You have that right here? .* ; 

i ,e I'"V' 0* • * •' 

J* l V A Yes, sir. 

* «. *• .r> t 

j \ # , *'* 

* V TKa C0UK? * Why don't you just look at 


. ^ J. ■ them and see what t-hey are? 


:1 ' 


THE WITNESS: Yes, sir. ’ 

I • 1 

M.U RYAN: Your Honor, could I have the 


.20 j f report-r reed ' : ck a portion of the last answer of >:• ; j . 
',a • • *• ; 

i >1:1 hellcmore where be was discussing some information he 

f 2 I raceived ““ 1 not «*w? whether he said from Piper : 

23 .Management or something about getting into jets and not' ' 

. v 

34 catting into 3 ? 

- «•. r . ... 

the cowra: r«0. The reporter will io ’■. 




' . '!• 
. :• i' 


if 


ttSTtGO GCM:T RcPORTBRS 
- "? '?> »hi- O.'JPY viOf’Sfi 
■>. ,A.v; »&,* TiUHifiMS: O^Ti^MDJ>4SK? 



,* r;»: • g . 
' -cYr Afcir9 • 

1 2 ! » 


. |' •• : £ 1 f' fV'- 

Be 1 lei.xjre-di rect 3424 4^^ 

. * V • •»- 


rr.:|r : * •* ;. •' ;S. 

Dr ‘ 3ellen,cre is looking for thi 3 — 'Y 

’ ' 4 *' • That was from 1960 annual report. Yean 

V f • V * •. ' : ' 

5 fx* that also, if you want it. \V 

• >4 ’I r m 


I •',< *. , 


6 S i;NT:/'’ ' 185 C0URT: . Let the reporter read it back, 

7 I • you find it in -ha raport and look up tho price-earnings 

•* H ' » * %/ v fc’ • . .. ^ i- J' V 


% jj ■> » * m * k * 

8 j , 

a n H ■ 


• ■ * 

♦ « , .A 


(Record read.# • . 

• * i- 

iht SJITNBSS : I nave the Cessna One. 

*i * 

THE COURT: Let's take that and then you i 


12 S , i wilX f '* nd ths oi:her one at another time. 


- */> 


■ ” I : V'r ; THE «»»' This is Cessna .Aircraft, dated 
•)« J ; February 12, i»S». it shows the p — obviously it 

15 /hhldn-t show :.t for '69 at that point, but it shows 

14 -for 1968, 17-21, for '67, 16-12, for *66, 14-7, >65 
. 1? ‘ 15-9, *64, 14-10. 

, ' * 1 • ^ . •} : 

. | Q Thoso ara price-sarnings ratios from Standard ' 


w f. Poor 3 ? 


21 | <: ! . • 


Ysp , sir. 

! ' ! •* s/ • 

Mi. Let's mark it for identification, 

Kt '- AR1IING: 1 don't want to interrupt, 


75 : but are " e t;iinr tha8 = i are calculated on the same basis, 7 

? ^ *s ..-hos^ W: th *ich you are comparing them? it depends 

25 4 cn which ear rings compared to which price. ' •< 


/ -I 


; 'v 


1 a : 


toot sepoctcRs • * »'. : • i' 

1 u;4, i-7' 71‘L0>(J4< '/ rtXSS 

W us: H f , / J A* • OOMUMD 74599 ;*/• 

. *» T>* 
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Be IlfciRore-direct 


THE WITNESS 


Standard & Poors listed stock reports, that's correct. 

' *. . 

•v-0 • • In other words, you are using the same ratio 


you hrs giving the Court the same PE ratio for Cessna ; 

f !**• ’ ■ .• \ . 

a 3 the ratio set forth in your chart? You are not 

»V . . • ■ ; 

Comparing apples and oranges, as Mr. Turning wanted to know? 


the j:jUrt 


That's right 


Do vd understand the question? 


Mark it for identification 


ir/.-if:?' 3 Exhibit 112 was marked for 


tion.) 


As a natter of fact, I think I 


ra the remaining figures, if you have the 


would lik 


from "S3 Ccwn to 


i.. -s 3 , f'JU i f WisK* 

vi Ci v. StAi >.S O (iff " f KGCSS 


u • *$- 
• • 7 M- ' ^ n 

1 f*.'. r *♦ • ‘ •* * 

, V *.‘ C ' A C 

'?■ >"( '!’«? , 

•• r v ff*\ 

! 19*3. 

.'/•*. ’ •'••!■ ‘ ■. 

•rj.* r/vlS 

. :■ ■ '•' t'O.: 

• : 8 > i4-io» 


Belleraoro-direct 


3426 A H6T 4 . y ‘ T’* 


tvouia you read them into the record, please? ‘ . 

TT!E COURT: You left off with 1964.' rfow, give me : 'j.' 

'■ ; '• ; •' />'V: 

■. . ... ■■ ■i . ' > > ■ i 

r • 'V • - ; . ... f 

• , '* *' , , ' • 

THE MTN2SS: Just to doablscheck it, '64 was ' ‘ 4 


1 - J i 


THE COURT: Yes. 


i - 

J /• 


' 10 


. . ... . THE ’WITNESS: Ir. *63 it was 16-13, and then in •- ’ i« 

9 '' „ . • !. f. j ■ 

I •61, 25-11. r, night note that is the year the price-earnings . 1 

- | patlon for UB • wrket " eached their peak ana Standard s Poor's 

" J' and how -Jon -a were 25 in December. 1961, the highest they ; ' 

12 || 

| have ever bee-, that point. 




' THE ^OURT: Did you skip *62? •* 

' > - • * J 

: . THE WITNESS: If I may go back again: -St was 

14-10, -63 15-13; -62 25-11: '61 29-20: '60 is 18-12,- and 

,'** is 14 — it looks like 6. I believe it is 5. 

• * • • 
;S .C O Dr. Ealienors, will you turn tc the next tai,le 

to Which you wish to draw the Court's attention? • , v 

^ - b i twVe the nest table should be P-10 -- l .V 

■K ’* • 

. , ’ » , 

’’. •* 0 P-10B? 


yi - j : 


air. 


' *■ / ^ ■ 3 " loa tllp! computations you made to arrive at 

l*i 

your conclusion as to the value of the Chris-Craft block? 


"fis r ur. 


On ;h - assumptions stated? 


=• r !.•> • r,' C r OXR7 R(=P0rr i 'Ef.S 
. ir;ywCik'Wdcu'E 
' • • -' ’ ' 7 j S -E^KO, !!=: COSTl A ML KS£ 




Be 3. lame, ro-d i r oc t 


. 

3427 A 116 


■\.s, sir. 


vv 0 ■ 1 would like you to ecrple in to tlie Court what you 

V *•*;■ ‘ r • 

did, hovr you did it, why you di^ 1 it and how you came out 
v/iare you did. 

* * - * * ■» 

A • Well, in the first place, of course, I had re- 

• . • •*,«* 

viewed the situation up until 1069 and I had seen the 

(T* . ’ 

cyclical nature of this industry, particularly the cyclical 

fcctor as far ns Piper was concerned, and the very mild 
1967 recessio*: tlie var f sharp decline in carings in 1967 

. * ' ’ f 

from 4423 co vl.GO — excuse me, $1.33. I also had seen 
what happer.ee since 1956 in the prof it management and also 

• - ’ ’ h 

in the segmentation of their business. •• ■’ ! *• 

Jt , / U \ 

I he:;; seen that the hope as far as the Pocono was 
Concerned to move up into that area had been aborted. 

I therefore felt in their competitive situation 
that they would have a rather slow recover';, which could 
be made in about five o.. f.ix years, get back to that level 
that, they had rn ’69, Essentially, if you had changes in 

I, - r . . . 

management tMi.e and if they moved more successfully into 
these larger end more, expensive vehicles and that they get 
control o ;: tl)rj.r cost — 7. estimated actually as of 1969, 
in 'September Merc, that they would earn about 63 cents tha 
following ye,or', in a recession year. Actually, they lost 
47 cents. . 

1 ui jumed that they could nave a growth in sales 

SOLTKlTvK KfTPJC' C m Al~ rilT’ORTEikS ' 

* ’* 1381SO$•ATE'.C5i«TfVJSS , ' .* 

* ... FC "Jl'I l h'M 1 1# CCrTLAi® 7<3S1' 




Be 1 leaner a - d i re ct 


•k. 


1 ■. " 


3420 m ^ f uor 


f :Vj#ntt *cjvi* of course means many development costs and. It takes 

P... IV '. r *■ C . 

pt!.•/-■ •>«.•*'•; 

s Jtiove into other planes, as we have seen in their 

if ~ K*' - M * •■ V ( . * . * * *' ^ * i ;••* > l ■ j 


•*. :■-5 xig?;; fr -31 

• ’ •.; ... •'; v ' *7" : ■ 

■i!^ •* base * n 1970 ' if there wera changes in management, ' 1 • s -l ‘ ; 

■ VxL 


t* 


i ,. >wrience, several years to do it, and they could have'a/*-) 
--75P grots in 3a.les and they would recover in the five or f . 


to ab3U * their 1969 level, i made three estimates 
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of earnings from the base in 1970 of '65, growing at 7-1/2 < 
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ways this is optimistic. 

1 B£lW SOJt,a of tfca company figures where they 
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•..Wouldn't do or.y bet tar, according to their estimate, in 
sales, it would he absolutely flat there for the next year . 
and that they would only have earnings if they had major ' ; V- 
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, I trek the year 1971 as a basis and figured you ’ 
could apply a ten prico-aamings ratio to this company 
taking their maximum gross rate of $7.50, which I put as 7 t 
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the value cf the stock. 1 also assumed that if they had/ 

medlCHi' 


thei.-. earnings their earnings did grow at this 
rate of lx per-cent a year, you would get up tc $1.23, which 

. the P/E in 1!>75 would be $12.30, and thatwould bo the present 

. • , ' • ■»' 

va:ue in 1962 — the present value of that in 1969 would be 


2^ | ; $7.62, whxcn : a reasonably close to the $7.50 that I had 
placed on the '.’’aiue of the stock. 
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^>•4 Q You testified that you have coroe to a conclusion 5 

.; • ' • • *' . • ? 4 . 

5 V ♦ ' V* VT 

as f t° what the value of a 50 per cant plus one share would' '' 

3 ?\ - V‘- : 

finve been at the same time. Would you restate your -figure ' 

• • " ’i " •;/ ; * v J 

a^a Explain to the Court how you arrive at that? • ». .V > 

• , i ••• y-*. . 

e». f ’ •'*■ 

' Vv.V’A* Yes, sir. I have just a few figures here* ? t 

• • •' • • ‘ t -r \‘ A ?" *> 

■ ' *!';* ■*■ >V|- ». 1 

judgment, with a 50 per cent plus majority control. -■ '~i 

■ '* * > , ; |,»t 

this .gave the ability to buy the remaining 49 per cent of ^ 

ft - • ;■ ; 

its earnings power value of the*’150 per share which, irt •>'' 

T J ' judgment, would ho an appraisal hearing Valuation. .V.v‘*v 
Actually, Bancor Punta’s co 3 t of 832,760 shares 

; • " '»• T 

was $67,332,002. I was given this figure by counsel. •• ~ 

••5 " \ ' 

•Tv? , Q From an annual report of Bangor Funta? J V • 

• • Ft# t’ • . f . i" 

' % ! r . 

v- ;.v That's right. If I assume then they paid that, - 

• f ! i> •? . 

ifi,they could purchase the balance of the shares outstanding, 

-he total of the balance outstanding, at $7.50 a 3 hare, that 

• .... ... . 

cost would be approximately $5,888,000. May I back up ■ 


, »• A Tile value: of the block again would be their cost Cl 
' v ■ ' -• v 'lrT • ’ 1; 

plus, and I then added if they felt, as I thought they would, 

that they could acquire this at $6,388,000, that they would V 

■ • ■ ‘ . n 

figure that I would agree that what they paid for the stock 
and also what Chris-Craffc paid v/as a fair vslue • for obtainin' 
control, because if they then obtained the remaining stock 
at 750 a share, their total cost, for Bangor Punta, would . . 
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■I* '^i? 4 -** 00 ' 000 or about $45.20 a share. . ' * ' '! 

•' (Pause.) . • '■■■* V‘ 

r * . ■ *• \ .. ; .. 

■1®! • (Continuing) Therefore, I conclude that the fete* 

f: i ^ controlling block per 3hare was $73 per share 5' otL* ‘ 

Wv:' • '* r*r >•' .• 

‘ • «■ the cost of what the average cost 'paid b* *’ K ' r * 

>•• ’4; . " v • - 

riwngtir Punta and Chris-Craft would work out at 573 a ehafi 

. • < jr 7^" • ' 

th * fc th3y ’' 7 ° uld be willing to participate by getting a 
vehicle to participate in this industry having the type of • 

. growth I considered by paying for the control, this price 
on the judgment that tlieir total cost would work cut at . 

‘f • f „ » | 

; about $45 a she re, and ): would think they would think that 

l"i*\ J *' 1 1 * ... ' - * 

was overall a reasonable figure for a hundred per cent control 

!° f ; the PtOCk ia fc * ri( ‘ s the price of the stock had been[ 

\ aa Y# in Deceit her, and go forth. « 
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*■;. - Q Dl ° * oa consider other factors in arriving at • 

l».> 1 t ' *•** 

yOlir conclusion. with respect to what the value of 50. •_ 

. THE C0DRT: Lst mG understand that. You say when 

•k'. y » , . 

: , ^pa do tnxs arithmetic of adding up Bangor Punta's cost and 

your constructed figure of $7.50 a share for Chris-Craft *3 ’ 

block - ; , , • 

■ ' _ 

.. Til* aITNHIS: No, I am sorry, I didn’t say for 

, Chtas-Craft; 2 said for the total remaining stock, which ' . I 
; is slightly more. * | 

. .. . THE COURT: All right, Chris-Craft, plus the ' ‘ • . 
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you get a figure of $45.20 ,a • • ■- * -7.? 

/* • ' t , !| V ‘i i 

til of the stock on that rrm—■ ?? ? X 
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THE COURT: How do you move 
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fc'jfel'V* ™ E C0URT: Row <3° you move front there to ft* & 

7 1 i-5.j •: >• '■•/••.vH *y. 
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td.Bangor r-xnta and the co3t to Chris* Craft and divided it’ ; = : t» 
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by the number rf 3hares they acquired and it comes out at, > »!'' /t 
$73 a share. ■ '* • . *>i :» *• *;-i 
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THE CCITT: When I asked you initially, when 
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you were stertint to give your expert opinion, at what figure; ? 
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. I you valued the Pipor stock when held by a majority interest • ... 

\ 14 I * >:» $*.*'? 

• J V°« sai<: that the value of Bangor Punta’s majority interest .7 V 

stock was $73 a share? j . • 

• H W * >S *** • * % X ' • 

V THE WITNESS: Yes,sir. • -X 
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THE COURT: Ie that your present statement/ too? 
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• ‘ THE COURT: How do you get from $45.20 to $72, • 5 , 

unless what yoK are saying to me is that you put a'sisablo 
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price-earnings multiple on something? , l '"_ . • ’ . 
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'J’JIE WITNESS: I am spying in my judgment the value t *'• 
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of control which enabled them to not only have the 50 per X- 
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thac tufe va’.iH ci ocutroi ■ - -.hoy ware* competing with 
Chris-Crave, and s<. forth, and I would assume, in the 
considered judgment of these companies, they paid what 
they had to get control knowing that if they got control 
they could accuire the ocher stock cheaper and, therefore, 
be worth prying $73 a share, which was the average cost, 
if thexr to ;ax «*>3; would cr-.ly run .around $4.r» a share. 

• -;:F C C’.R ■; kheft yon are really saying ir the J 

value of the; ten cm-1 •'»; about £23 a share? 

VrL ESS: 3c, I am not — 

BY MR. LI!5/iM: 

Q $?6 e i ».»ra mo:;® than the avere.ga cos i of all 
Vhafc Jo the Court' n guastior.. 


TI7E CoUR'r: T.h-*fc <vss the stock selling for at 
the time you use the conlml at. that price? 

U'hE tXTJii'cy; ;ie ? i August and September? 

VUE 7‘3UR7fi Ve-'J. 

: Well, of course, there vas jr»o market 

for tho .t so., uy £33 ard t> cn dcwi around $70 — • 
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I could it up. 

‘ t,! ' r ' 0(JS, - : llh lt *■'*>•** willing purchasers paying 
to willing n ; i • • ra ? 

i-iflM : hfter Bancor Punt a oc t .lined control? 
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TilE ' * •.).. i £•.' r.al< lft<,- about in January, 

I 

1959. I 

THE WITNESS: T. nave all the figures here and I 
would rather look rt the?.’ osfora. ''ell, in Jan rary the range 

5 i. | 

1 w a s the Jaoer'bar, 1V€%, range wan 51 to 55 — I am leaving‘ 
out the fractlens, In Drearier, lSKid, the ranga was 51 to 
55. Thi3 was ’j..eu the Dow-ifcpea, o.c escrso, male its peak. 
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Then the r ?•>.>: in - ; ~ rc -7/b ?;d c<£- 1/4, ann in 
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leh’.’iai.j ( b l j- ~c Vi-l/t. I ij have the original sources 
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lh -.y are in evidence in tnis case, your • 

Honor. 

Q Jjuld you picCv thi.i value cn a 50 pec cent plus* 
cna share :.£ .. 2 .c tht laws or the State air a uv.der the 

es sumptions; ai: re vhicl> nu are operating toe holder of such j 
stook did nob have the cower to compel. •; meager subject to 
rights of r.pp rat sail 
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THE "Ji 1 ?: *.r: /:>■. iit.yi.ig to re that if some 

corporate act : “xggeri rigid: of appraisal roc" iv or as of j 

the :im*r y." i / • 3 *»s3 -jj?;. ciio stack arid £ stookholcor coves • 
in aid C oh-w w. J i 'c re a > rise for him toe fair value of a { 
share, that a ;s wt-.O.c gsb ./a.? $130? 

‘ ■ !'? the data ycu wer? using — 

: 'ZVM-.Si'-i :.t i.s r »7 judgsts/.t tiat this is exactly! 
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o-ii; with the $7.50. 
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3. have ic further questions. 
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’ay i hr.re a few moTtents , /our Honor? 
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Yes. c-:f the record. 
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off the record.) 
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